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SUMMARY OF SENATE AMENDMENTS TO H. R. 8300 


Amendment No. 1 (p. 1) 
Conforming amendment to table of subchapters. 


Amendment No. 2 (p. 2) 


Amendment No. 3 (p. 5) 

The Finance Committee replaced the head-of-family provisions in 
the House bill with the head of household provisions of existing law. 
This amends sections 1 and 2 of the House bill. As a result, heads of 
household will continue to receive only half the benefits of income 
splitting and must live in the household of the taxpayer. On the 
other hand, a taxpayer may claim head of household status for a child 
who does not qualify as a dependent if the taxpayer supplies more 
than half of the cost of maintaining the child in his home. Moreover, 
other dependents who may qualify a taxpayer for this status may be 
any individuals who he may claim as dependents for purposes of ob- 
taining the $600 dependency exemption rather than the limited class 
of close relatives to which the House bill restricted the qualification 
for head of family treatment. 


Amendment No. 4 (p. 6) 
Conforming changes to amendment Nos. 2 and 3 


Amendment No. 5 (p. 7) 
Clerical amendment to section 4, rules for optional tax. 


Amendment No. 6 (p. 7) 

Clerical amendments to section 5, cross references relating to tax on 
individuals. 

Amendment No. 7 (p. 7) 

This is a technical amendment to section 11, tax imposed on 
corporations. 
Amendment No. 8 (p. 7) 

Conforming amendment to section 12, cross-reference relating to tax 
on corporations. 
Amendment No. 9 (p. 7) 

Conforming amendment to table of contents. 


Amendment Ne. 10 (p. 8) 

This amendment to section 34, which was offered by Senator Johnson 
of Colorado on the Senate floor, deletes in its entirety the House provision 
for a dividends-received credit for individuals and substitutes in lieu 
‘thereof a direction to the Secretary of the Treasury to conduct a study of 
the question, reporting to the Congress thereon on or before January 14, 
1956. 
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Amendment No. 10a (p. 8) 


Technical amendment to section 35 to conform to action taken in 
amendment No. 10, above. 


Amendment No. 11 (p. 8) 

This is a conforming change with respect to 14-point foreign income 
tax credit which was eliminated by the Senate Finance Committee’s 
action. See amendment No. 207. 

Amendment No. 12 (p. 8) and 
Amendment No. 13 (p. 9) 

The Finance Committee has made three substantive changes in 
the House provision relating to the special tax credit for retirement 
income up to $1,200 a year. 

One of these changes extends this retirement income credit to 
pensions, annuities, or similar payments received under public retire- 
ment systems by individuals even though they are below the age of 65. 
The House bill in no case provided a retirement income credit for 
those below this age limit. 

This amendment also removes the so-called earnings test for indi- 
viduals 75 years of age or over. Thus, an individual who has reached 
the age of 75 will not have to reduce the retirement income credit he 
receives dollar for dollar for any earned income which he may receive 
above $900. This change conforms this provision with the social- 
security benefit system which has no work clause for those age 75 or 
over 

The Finance Committee has also made the retirement income credit 
unavailable in the case of nonresident aliens. 

A technical amendment was also made to conform to the action taken 
un dine ndme nt No. 10, above. 


Ame ndment No. / | \p. 11) 

This is a conforming amendment to section 39 of the House bill 
relating to the cross-reference for overpayment of tax. 
Ame ndment No. 15 (p. 11) 


Technical amendment to section 61 to refer to “partnership gross 
income”’ instead of ““partnership income.” 


Amendment No. 16 (p. 11) 

Technical amendment to correct error in House bill in section 62 
relating to adjusted gross income. 
Amendment No. 17 (p. 11) 

Technical amendment to correct error in House bill in section 62 
relating to adjusted gross income. Also, a conforming change to 
estate and trust provisions. 

Amendment No. 18 (p. 12) 

Conforming amendment in table of sections. 
Amendment No. 19 (p. 12) 

The House bill provided that payments pursuant to written sepa- 
ration agreements would be treated as alimony payments. The 
Senate Finance Committee’s amendment makes the House provision 
effective only as to written separation agreements executed after the 
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date of enactment of this title, because the spouses may have entered 
into agreements before this date in reliance on existing law. 

The Senate Finance Committee has also provided that periodic 
payments to a wife under a decree for support will be treated in the 
same manner as alimony payments. An amendment to the committee 
amendment offered on the floor by Senator Martin makes the effective 
date of this new provision applicable to periodic payments received after 
date of enactment vf the payments are made under a decree entered after 
March 1, 1954 (instead of under a decree entered after date of enactment 
as provided in the committee amendment). 


Amendment No. 20 (p. 12) 


This amendment is a technical amendment to the annuity pro- 
visions and provides that if both employer and employee have con- 
tributed to the cost of an annuity, the adjustment for the value of 
the refund feature will be allocated appropriately between the employer 
and employee contribution. 

Clerical changes are also made. 

Amendment No. 21 (p. 13) 

This amendment makes technical changes in section 72 dealing with 
annuities. 

Amendment No. 22 (p. 14) 

This conforming amendment strikes out section 72 (j) and replaces 
it with section 691 (d). Both provide a deduction to the survivor 
under a joint and survivor annuity based on the estate tax payable 
on a part of the annuity. See amendment No. 176 for further expla- 
nation. 

Amendment No. 23 (p. 14) 


A new subsection (1) is added to the annuity and endowment pro- 
visions which provides that face amount certificates will be treated 
as endowment contracts for purposes of the 3-year spreading device 
when proceeds are received in a lump sum. This also provides that 
proceeds on these certificates taken as annuities will be taxed in the 
same manner as proceeds of regular annuity contracts. This is asso- 
ciated with the changes in section 1232 which resolves the uncertainty 
under existing law by providing that the gain on the certificates 
issued after 1954 will be treated as ordinary income. 

erical changes are also made. 

Cl | changes are also mad 
Amendment No. 24 (p. 14) 

This amendment which relates to the tax treatment of discharge of 
indebtedness is discussed in connection with amendment No. 33. 
Amendment No. 25 (p. 14) 

A conforming change required by amendment No. 24. 

Amendment No. 26 (p. 14) 

A conforming change required by amendment No. 24. 
Amendment No. 27 (p. 14) 

Conforming change in table of contents. 

> = 


Amendment No. 28 (p. 15) 


This amendment returns to present law in limiting the exemption of 
life-insurance proceeds of a contract which has been transferred for a 








4 SUMMARY OF SENATE AMENDMENTS TO H. R. 8300 


valuable consideration except that the House exemption is continued 
where the exemption is for certain business reasons. Under present 
law the exemption is limited to the amount of the consideration plus 
premiums later paid by the transferee. The House bill removes the 
limitation altogether. 


Amendment No. 29 (p. 16 

The House bill provided that death-benefit, lump-sum distributions 
from profit-sharing or stock-bonus plans would obtain the $5,000 
emplovee-insurance exemption when paid to a beneficiary after death 
even though the employee had a nonforfeitable right to receive such 
amounts while living. The amendment extends the same advantage 
to lump-sum distributions of pension plans. An amendment offered 
on the Senate floor by Senator Millikin further extends the Provisions to 
lump-sum death benefits paid under exempt employees’ annuity plans 

Finance committee action with respect to this amendment also 
generally increases the amount of tax-free interest on installment pay- 
ments of life-insurance proceeds over the amount provided in the 
House bill. Under the House bill this tax-free interest is limited to 
$500 in the case of the widow and $250 in the case of each of certain 
immediate dependents. The amendment provides an exclusion of 
$1,000 in the case of the widow and no exclusion for other dependents 


Amendment No. 30 (p. 17 

This is a conforming amendment to correlate the gift exclusion under 
the income tax with the provisions relating to the inclusion of income 
received by a beneficiary of an estate or trust in subchapter J 


Amendment No. 31 (p. 17 

Present law exempts retirement income of members of the ar red 
services who are retired for physical disability. The amendment 
extends the exemption to members of the Coast and Geodetic Survey 
and the Public Health Service who are retired on account of injuries 
received while on active service 


Amendment No. 32 (p. 1? 

Under present law employer-financed accident and health benefits 
are fully exempt if paid under an insured plan and fully taxable other- 
wise. The House bill provided that these benefits would be fully 
exempt if they were reimbursement for actual medical expenses and 
taxable only to the extent of the excess over $100 a week if they were 
compensation for loss of wages under either an insured or noninsured 
qualified plan (but the exclusion would be reduced for amounts re- 
ceived under nonqualified plans). 

This amendment follows the general line of the House provision but 
makes four significant changes 

1) The requirements for qualification of a plan are dropped. 

(2) Employer-financed plans handled through an employee asso- 
ciation are treated as other employer plans. 

3) A specific rule is provided exempting certain lump-sum benefits, 
such as payment for loss of a leg. 

“) A waiting period is no longer to be a test of qualification. 

Under the Finance Committee amendment a ? -day waiting period was 
provided so that amounts attributable to such period would not be exempt 
from tax, This waiting period was eliminated on the Senate floor by an 





SUMMARY OF SENATE AMENDMENTS TO H. R. 8300 5 


amendment offered by Senator Morse. Senator Long also offered an 
amendment on the Senate floor to the committee amendments in respect 
of this section. Senator Long’s amendment provides that amounts 
received as reimbursement for expenses for medical care are to be excluded 
if the amounts were expended during the prior taxable year (as well as 
during the current taxable year as provided in the committee amendment) 
The effect of this amendment will be to permit such amounts to be claimed 
as a medical expense deduction in the year when paid and to exclude the 
reimbursement in the succeeding year. 


Amendment No. 33 (p. 20) 


This amendment returns to the existing law treatment of income 
arising from the discharge of indebtedness in lieu of the treatment 
in the House bill. Under existing law, a corporation is permitted to 
exclude from income amounts attributable to the discharge of in- 
debtedness if the indebtedness is evidenced by a security and the 
corporation also elects a corresponding reduction in the basis of its 
property. This amendment restates the provisions of existing law, 
except that the treatment is extended to noncorporate taxpayers and 
the requirement of a security is eliminated. 

Amendment No. 34 (p. 21) 


Conforming amendment to deletion of section 76 (relating to inclu- 
sion in gross income of income from discharge of indebtedness). 


Amendment No. 34a (p. 21) 


This amendment to section 116 of the House bill, which was offered on 
the Senate floor by Senator Millikin, reduces the exclusion of dividends 
received by individuals to $50. The exclusion is applicable to any taxable 
year ending after July 31, 1954. Technical and conforming changes 
are also made. 


Amendment No. 35 (p. 22) and 
Amendment No. 36 (p. 22 

The House bill contains a new provision for determining whether 
amounts received as scholarship and fellowship grants are to be 
included in gross income. ‘The general rule is that such amounts are 
excludable (including the value of contributed services and accom- 
modations such as room, board, and laundry), but not to the extent 
that the payments are for teaching, or research services in the nature 
of part-time employment. 

The Senate Finance Committee extends the teaching or research 
exception to payment for ‘‘other services,’’ which represent part-time 
employment. However, payments for teaching, research, or other 
services will not be taxable if such services are required of all candidates 
for a degree. 

Under the House provision grants received by individuals who are 
not candidates for a degree were to be excludable only if the annual 
amount of the grant, plus any compensation received from the recip- 
ient’s previous employer, is less than 75 percent of his salarv for the 
preceding year. The amendment substituted for the 75 percent rule 
an exclusion of $300 per month for a maximum of 36 months for 
individuals who are candidates for degrees but only if the grantor is a 
tax-exempt organization or a governmental unit or agency. 








6 SUMMARY OF SENATE AMENDMENTS TO H. R. 8300 


Amendment No. 37 (p. 24) 
Conforming amendment to corporate reorganization provisions. 


Amendment No. 38 (p. 24) 

The House provision is substantially rewritten to provide that meals 
or lodging furnished to an employee are not includible in his income 
if they are furnished for the convenience of the employer. To be 

excludable in the case of meals, the amendment provides that the meals 
must be furnished on the business premises of the employer, while in 
the case of lodging the employee must be required to accept the 
lodging on the business premises of the employer as a condition of his 
employment. It is further provided that the provisions of an employ- 
ment contract or a State statute fixing the terms of employment are 
not to be determinative of whether the meals or lodging are intended 
as compensation. 

This amendment should prevent the taxing of meals and lodging 
furnished to employees of State institutions where such meals -or 
lodging are furnished for the convenience of the employer but are 
taxed to the employee under existing law solely because a State 
statute indicates that they are furnished as compensation. 
Amendment No. 39 (p. 25) 

A $600 exemption may be taken for a dependent under existing 
law only if he has gross income of less than $600. The House bill 
provides that the $600 earnings limitation is not to be applied if the 
dependent is the taxpayer’s child under the age of 19 or is a full-time 
student in an educational institution during at least 5 months of a year. 

This amendment extends the above House provision to an individual 
who is pursuing a full-time course of institutional on-farm training 
under the supervision of an educational institution or State or local 
governmental unit. 

Amendment No. 1,0 (p. 26) 

Under present law, an individual may not be claimed as a dependent 
if he is a citizen or a subject of a foreign country unless he is a resident 
of the United States or of a country contiguous to the United States. 
Thus, an individual who is a citizen of both the United States and of 

foreign country but is resident in a noncontiguous foreign country 
may not be claimed as a dependent. This amendment will enable 
such an individual who has dual citizenship to be claimed as a de- 
pendent if he is a United States citizen. 

Amendment No. 41 (p. 26) 
Conforming amendment to cross references. 
Amendment No. 41a (p. 26) 


Clerical amendment to table of sections. 


Amendment No. 41b (p. 26) 


This amendment to section 162, which was offered on the floory 
Senator Flanders. provide s that rental payments suffici zent to dis- 
charge a mortgage or similar lien in 5 Years or more will be allowed 
as ordinary and nece ssary business e wpenses if (1) the property as 
leased from an exempt organization of a type described in section 
W1 (ce) (4) (etvie leagues and organizations for promotion of social 
welfare), and (2) the leased property is subjett to a mortgage ov 
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similar lien SECULENG indebtedness which was incurred in the a quist 
tion or improvement of the property. The purpose of this amend 
ment is to permit nonprofit industrial de velopme nt organiz ations to 
promote industrial grow th in their areas oy leasing real property to 
industry under accelerated rent tal payment Ww hich well enable the 
organization to pay on mortgage S ane Soak 4 oO a quire the prope rly 
within a per tod of approwimate ly i years. 


ry 


Amendmemt No. 42 (p. 

Conforming amendment in cross-reference subsection. 

Amendment No. 43 (p. 27 

The House provision permitted an interest deduction for carrying 
charges on installment purchases where the carrying charges were 
separately stated, but the interest could not be ascertained. The 
deduction in the House bill was limited to 6 percent of the average 
unpaid balance due on the installment contract during the taxable 
vear. 

This amendment deletes the House provision. 

Amendment No. 44 (p. 27 

Under existing law taxes assessed against local benefits which tend 
to increase the value of the property assessed are deductible only to 
the extent the taxes are allocable to maintenance and interest charges. 

This amendment provides a further exception which allows a 
deduction of taxes levied by a special taxing district if the district 
covers the whole of at least one county (including at least 1,000 tax- 
payers) and the assessments are levied annually at a uniform rate on 
the same assessed value of real property as is used for purposes of the 
real-property tax generally. 

Amendment No. 45 (p. 

Under existing law a taxpayer who buys real estate may be denied 
a deduction for the local property taxes which he assumes and pays, 
if under the local law the seller of the property had become hable to 
the tax prior to the date of sale. The House bill provided for an 
apportionment of the tax deduction between the buyer and seller in 
all cases whether the taxpayers were on the cash or accrual method 
of accounting. 

This amendment provides that the apportionment rule is not to be 
applied where either party to the transaction is an accrual basis 
taxpayer who has not elected the new rule for accrual of real property 
taxes provided in section 461 (¢) 


Amendment No. 46 (p. 29) 


This is a conforming amendment to the changes made by No. 263 
in the consolidated return provisions and provides that an ordinary 
loss will be allowed on securities of affiliated corporations only if the 
parent owns 95 percent of the stock of the subsidiary instead of 80 
percent as provided in the House bill. 

Amendment No. 47 (p. 29) 

A new provision is added to the deduction for bad debts which will 
permit a noncorporate taxpayer to deduct as a business bad debt any 
payment which he makes on a guaranty, endorsement or indemnity of 
a noncorporate obligation provided that the proceeds of the obligation 

49711 54 2 
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were used in the borrower’s trade or business. The amendment will 
thus permit a business bad debt treatment even though the taxpayer 
is not himself engaged in the business of making loans. 

A conforming amendment is made in this section to amendment 
No. 228 which strikes out the provision in the House bill relating to 
mortgage foreclosures. 


Amendment No. 48 (p. 29), 


} 
Amendment No. 49 (p. 29), 
Amendment No. 50 (p. 80), 
Amendment No. 61 (p. 80). 
Amendment No. 52 (p. 81), and 
Amendment No. 53 (p. 31) 

The House bill provides for a liberalized depreciation allowance by 
permitting the use of the declining balance method at twice the normal 
straight-line rate with respect to any property acquired or constructed 
after December 31, 1953. 

These amendments provide that nothing in the new provisions is 
to be construed as limiting or reducing allowances otherwise permitted 
under the general provision for a reasonable depreciation allowance. 

Another change made by these amendments is to provide specifically 
for the “sum of the years-digits method.” This method, like the 
declining balance method, applies a varied rate of depreciation to the 
total depreciable basis of the property. 

Another departure from the House bill contained in these amend- 
ments is the liberalization of the treatment of unrecovered cost at the 
end of service life. Under the House bill the declining balance method 
would leave a varying unrecovered portion of cost at the end of service 
life of up to approximately 13 percent. The Senate Finance Com- 
mittee has, provided that the taxpayer may switch from the declining 
balance method to the straight-line method at any time in the life of 
the property. 

The Senate Finance Committee has also provided that the limita- 
tion of the House bill which restricts the use of other reasonable and 
consistent methods to those which would not result in allowances 
greater than that under the declining balance method is to be applied 
only in the first two-thirds of the service life of the property. This 
will permit the use of other methods which provide for full write-off 
during the later years of the basis of the property in excess of salvage 
value. 

The ‘10-percent leeway” rule contained in the House bill has been 
eliminated. Under the House bill the Internal Revenue Service would 
not be permitted to disturb a depreciation rate unless the corrected 
useful life differed by more than 10 percent from the useful life 
employed by the taxpayer. 

The following additional technical amendments are adopted by 
the Senate Finance Committee: 

(a) Use of different methods of depreciation by the same taxpayer. 
Under the House bill it is not clear whether different methods of de- 
preciation may be applied to different properties or classes of proper- 
ties by the same taxpayer. An amendment has been made to clarify 
the House bill in this regard which will permit the consistent use of 
different depreciation methods for particular items of property and 
for different classes of property. 





SUMMARY OF SENATE AMENDMENTS TO H. R. 8300 9 


(b) Treatment of construction in process on January 1, 1954.—Under 
the House bill new depreciation allowances are available only to that 
portion of construction cost incurred subsequent to 1953. An amend- 
ment will permit the entire cost of construction to be depreciated 
under the new methods where the construction is completed and the 
property is first put into use after December 31, 1953. 

(c)- Restriction of declining balance rate on short- lived assets.—The 
House bill contained no limitation on use of the declining balance 
method for short-lived properties. An amendment to the House 
bill restricts liberalized allowances for depreciation to assets with 
useful lives of 3 or more years. 

(d) Technical amendment relating to depreciation improvements of 
mines.—An amendment corrects language in a cross reference which 
implied that the more liberal depreciation provisions did not apply 
to depreciable mine improvements. 

(e) Allocation of depreciation in case of an estate—Conforming to 
changes made in the estate and trust provisions, the same allocation 
of depreciation by the estate and its heirs, legatees and devisees is 
made as is presently permitted under existing law in the case of a 
trust. 

Amendment No. 54 (p. 31) 


Clerical amendment to section 168 relating to amortization of emer- 
gency facilities. 


Amendment No. 55 (p. 31) 
Amendment No. 55a (p. 32) 


This amendment to section 170, which was offered on the Senate floor 
by Senator Martin, provides that allowable charitable contributions by 
corporations in excess of the maximum deductible in the year of con- 
tribution may be carried over to succeeding taxable years in order of time 
and deducted in such years subject to the 5 percent maximum limitation. 


Amendment No. 56 (p. 82) and 
Amendment No. 57 (p. 32) 


The charitable contribution limitation for individuals is raised by the 
House bill from 20 percent to 30 percent of adjusted gross income but 
the added 10 percent is to be allowed only for charitable contributions 
to hospitals, educational institutions and to churches. 

A technical amendment to the charitable contribution limitation is 
made to insure that the additional 10 percent is applied to the aggre- 
gate gifts to the above-mentioned charities and not to each gift. 

The House bill also contains a liberalization of the unlimited chari- 
table deduction where the taxpayer’s charitable contributions and 
income tax in the current year and in each of the 10 preceding taxable 
years equals 90 percent or more of his taxable income. Under the 

ouse provision this test need be met in only 9 out of the 10 preceding 
years. The amendment further liberalizes the provision by extending 
the unlimited deduction if the test is met in the taxable year and 8 of 
the 10 preceding taxable years. 

Two other minor changes are made in the House bill: (1) A gift 
to the United States, the District of Columbia or to a State, Territory, 
possession, or any political subdivision is deductible under subsection 
(ec) (1) instead of under subsection (c) (2) (B); (2) contributions to 
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nonprofit cemetery and burial companies are made deductible chari- 
table contributions 


Amendment No. 57a p. SS 


lhis amendment to section 170 makes changes to conform to the action 
taken in amendment No. 110a 


Amendment No. 58 p 33) and 
Amendment No. 59 (p 5d) 


Under existing law, bond premiums may be amortized to maturity 
or to an earlier call date. The House bill provides that the wea 
on callable bonds may be amortized to the nearest call date only i 
such date is more than 3 vears from the date of original issue of ‘es 
bonds. This provision applies only to bonds issued after January 22, 
1951, and aequired after January 22, 1954. 

The Senate Finance Committee has modified the House provision 
so that if a bond with a eall date of 3 vears or less ts, in fact, called 
prior to maturity, the holder will be entitled to an ordinary loss instead 
of a capital loss deduction 

The Senate Finance Committee has also provided that the House 

+ 


treatment of amortization of premiums of bonds with short-call dates 


will apply only to fully taxable bonds In the case of tax-exempt 
bonds the effect of the House Provision W: to create an inadvertent 
loophole Denial of writeoff of the premium for bonds with short 


call dates would result in reducing the downward adjustment of basis 
of the bonds. Thus, where the exempt bonds would be called at an 
early call date, the holder would realize a fietitious loss for tax pur- 
poses. The Senate Finance Committee prevents this result by 
limitine the House provi ion to fully taxable bonds 


Amendment Vo. 60 (p. So) 
Amendment No. 61 (p. 34) an / 
Ad endment No Ola ~P 34 


Technical amendment to section 172 to conform to action taken 
amendment Vo Ht) 

Amendment No. 62 (p. 34 and 
Amendment No. 63 (p. 37 ) 

Under present law, a net operating loss carry-forward of 5 years is 
provided. The House bill extends the carryback from 1 year to 2 
years which, in combination with the 5-year carry-forward, provides 
an S8-vear span for absorbing losses. The Senate Finance Committee 
has aecepted this provision of the House bill and has extended a 
proportionate benefit of the additional l-vear carryback to fiscal year 
taxpayers having taxable vears beginning in 1953 and ending in 1954. 

The Senate Finance Committee has also made an important change 
in the method of computation of the net operating loss. Under exist- 
ing law, certain adjustments (commonly referred to as the economic 
loss adjustments) are made in computing the net operating loss. For 
example, the loss must be reduced by any tax-exempt interest received 
by the taxpayer and by the excess of percentage or discovery deple- 
tion over cost depletion. Also, the corporate dividends received 
credit is of no benefit in a ms year since the credit is limited to 85 
percent of net income (zero in a loss year). Essentially the same 
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adjustments are likewise made in the years to which the loss is carried 
before the loss may be applied against the income for that year. 

Under the House bill, the adjustment for tax exempt interest is 
eliminated entirely, but the other adjustments are retained for the 
loss year and in determining the income for any year which must be 
subtracted from a net operating loss to determine the portion of tne 
loss that will be available to carry forward to a subsequent year 

The Senate Finance Committee has eliminated the adjustment for 
the excess of percentage depletion over cost depletion, both as to the 
loss years and as to any subsequent year from which a loss is carried. 
Also, for — s of the net operating loss, the dividends received de- 
duction (including the special dividends received deductions under 
secs. 244 and 245) is computed without the limitation of the House bill 
which restricts the deduction to 85 percent of taxable income. Simi- 
larly, the limitation imposed on the deduction under section 247 
(dividends paid on certain preferred stock of public utilities) is elimi- 
nated for purposes of the net operating loss. 

In contrast to the House provision, no dividends received adjust- 
ment is required as to any subsequent year from which a loss is 
carried. 


ary 


Amendment No. 64 (p. 37) 

This amendment restores the language of existing law with respect 
to circulation expenditures. 
Amendment No. 65 \p. 38) and 
Amendment No. 66 p. 3S 

These are technical and conforming amendments to section 174 
relating to research and experimental expenditures 
Amendment No. 67 \p. 39 

The House provision permits taxpayers to efect to expense, rather 
than capitalize, any expenditures for soil and water conservation, and 


for prevention of land erosion, with re ct to land used in farmin 


These expenditures include (but are not limited to), leveling, grading, 
terracing, contour furrowing, aniae ad Wil \dbrea cS. the construction 
control and protection of diversion channels, drainage ditches ponds, 
etc., but do not include facilities, appliances, and structures of a 
character which is s ibject to the allowance for depreciation. The 
} . . 1] - . »~ . 
deduction for any taxable vear is limited to 25 percent of the gross 
income derived from farming but a Ly expenditures In excess of thi 


allowable maximum may be carried over as a deduction to subsequent 
years. 

' Amendments were adopted to the House bill making it clear that 
the provision applies to eat one ‘n dams not subject to depreciation and 
to the construction, as well as the control and protection, of water 
courses, outlets, and ponds. 

The Senate Finance Committee also made the provision applicabl 
for expenditures by farmers to satisfy special assessments of soil or 
water conservation districts to defray expenditures made by such 
districts which would be deductible under this section if made directly 
by the taxpayer. 

The Provisions for assessments made by soil and water conservation 
districts were exte nde l to assessments made by drainage districts mn an 
amendment offered on the Senate floor by Senator Dirksen 
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The provision of the House bill requiring that any expenditures in 
excess of the 25-percent limitation be added to basis until such time 
as they become deductible in a future year has been deleted by the 
Senate Finance Committee. 

Amendment No. 67a (p. 42) 

This amendment, offered on the Senate floor by Senator Humphrey, 
adds a new section to the House bill which permits a farpayer engaged mn 
farming to elect to deduct in 1 tarable year as erpenses any amounts paid 
or ne urred by him (after December 31, Is 153, and be fore Januar Yy I. 1956) 
to provide a farm grain- storage fac ility 

The term ‘farm grain-storage facility,’ for purposes of this section, 
means any structure suitable primarily for the storage of grain which is 
approved as to design and construction by the local county agricultural 
extension agent if (1) it is intended by the tarpayer at the time of acquisi- 
tion or construction to be used for grain storage am his farming operations, 
and (2) the structure is located on a farm owned or leased by the taxpayer 
(orona farm owned ol leased by another farme) sharing m the cost of the 
facility 

The election must be made by the taxpayer in the first taxable year for 
which the allowable er pe nditures are paid or ineurred and @ sé parate 
election must be made with respect to each farm grain storage facility. 


Amendment No. 67b (p. 44) 
Clerical amendment to table of sections 


/ 


Amendment No. 68 (p. Lh) 
Conforming amendment to section 213 relating to medical, dental, 
ete., expenses of individuals 


Ame ndme nt No 69 (p. A) 

The House bill provides a new deduction for child-care expenses 
paid by a working widow, widower, or divorced person, or a working 
mother whose husband is incapacitated The deduction is limited to 
actual expenses up to $600, paid for the purpose of permitting the 
taxpayer to be gainfully employed. Expenses paid to a person who is 
a dependent of a taxpayer may not be deducted. 

The Senate Finance Committee has accepted the principle of the 
deduction provided in the House bill but has substantially liberalized 
it with the following changes: 

(a) The deduction is allowed to a working woman or a widower for 
expenses paid for the care of any dependent who ts mentally or physi- 
cally incapable of caring for himself. 

(6) The deduction is rs d with respect to expenses for the care 
of a child under 12 years of age, instead of under 10 years as in the 
House bill. 

(c) The deduction for child-care expenses may be claimed by a work- 
ing wife providing she files a joint return with her husband. However, 
the amount of the deduction allowed is decreased by the amount by 
which the combined adjusted gross income of husband and wife ex- 
ceeds $4,500. Thus, no deduction is allowed where the combined 
adjusted gross income is $5,100 or more 


Amendment No 70 \p. 16 
Technical and conforming changes in section 245, relating to divi- 
dends received from certain foreign corporations 
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Amendment No. 71 (p. 47) 

The House bill denied a corporate dividends received deduction for 
dividends received from insurance companies. The Senate Finance 
Committee has provided that the corporate-dividends-received dedue- 
tion will not be denied to dividends from insurance companies. 

Under existing law and in the House bill the corporate dividends- 
received deduction may not exceed 85 percent of the taxable income 
of the recipient shareholder corporation (computed without regard to 
such deductions and the net operating loss deduction). Conforming 
to the changes made in the net operating loss in section 172, the 
Senate Finance Committee has provided that if a shareholder corpora- 
tion has a net operating loss for a taxable year without regard to the 
85-percent limitation, then the corporate dividends-received deduc- 
tions are to be allowable without limitation. Where the shareholder 
corporation, however, does not have a net operating loss, the 85-per- 
cent limitation will still — 


Amendment No. 72 (p. 48 


Conforming changes are made in section 247, relating to dividends 
paid on certain preferred stock of public utilities. 


Amendment No. 73 (p. 49) 

Conforming changes made in table of sections. 
Amendment No. 74 (p. 49) 
Amendment No. 74a (p. 60) 


This amendment to section 263 conforms to the action taken in amend- 
ment No. 67a. 


Amendment No. 75 (p. 49) 


The Senate Finance Committee has added a new subsection to 
section 263, relating to capital expenditures, providing that the pro- 
hibition against dediasion of capital expenditures will not apply to 
intangible drilling and development costs in the case of oil and gas 
wells insofar as these expenditures are deducted as expenses under 
regulations which are to be prescribed under this subtitle correspond- 
ing to regulations under the 1939 Code which were recognized and 
approved by Congress in the House Concurrent Resolution No. 50, 
79th Congress. 

A technical amendment is also made to the section. 


Amendment No. 76 (p. 50) 

The Senate Finance Committee has accepted changes under the 
House bill designed to curb tax avoidance through the deduction of 
interest on indebtedness incurred to purchase deferred annuity con- 
tracts and through the deduction of interest on indebtedness, the 
proceeds of which are deposited with the insurance company for the 
payment of future premiums on insurance policies. The House provi- 
sion is made applicable (as in the case of annuity contracts) only to 
amounts deposited with insurance companies after March 1, 1954. 


Amendment No. 76a (p. 50) 
This amendment to section 267 is a technical amendment to insure 


that the new provision added by the House on the treatment of gain 
realized by a transferee of property where a loss was pre iously disallowed 
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between related taxpayers will not be applicable if the wash sale provisions 
are applicable . 


Amendment No. 77 p. dO) 

Under existing law, a deduction, credit, or allowance not otherwise 
available May be disallowed in cases where control of a corporation 
is acquired principally for purposes of tax evasion or avoidance. 
The House bill provided that where the consideration paid in ac- 
quiring control of a corporation, or corporation property, was found 
to be substantially disproportionate to the sum of the adjusted 
basis of the property and the tax benefits not otherwise available, 
such fact would be determinative of the principal purpose of evasion 
or avoidance of tax unless the taxpayer by clear preponderance of 
the evidence proved the contrary. The Senate Finance Committee 
has provided that where the consideration is substantially dispropor- 
tionate to the basis of the property and the tax benefits acquired, this 
fact shall be prima facie evidence of the principal purpose to avoid tax. 
Amendment No. 78 (p. 51) 

Under present law, if losses from a trade or business exceed $50,000 
a year for 5 consecutive years, only $50,000 of the annual loss may be 
offset against income from other sources and any excess is disallowed. 

In addition to the changes made in existing law by the House bill, 
the Senate Finance Committee has provided that the net operating 
loss deduction is not to be taken into account in determining whether 
a taxpaver’s losses from a trade or business exceed $50,000 for 5 
consecutive vears. As under existing law, however, if a taxpayer is 
otherwise subject to this provision, a net operating loss deduction will 
not be allowed 

The Senate Finance Committee has also made it clear that the 
changes made in this provision are applicable only with respect to 
taxable vears in a period of 5 consecutive years, one or more of which is 


a taxable year beginning after December 31, 1953. 
Amendment Vo / } pp. 1 

This amendment conforms to the action of the committee discussed 
in connection with amendment No. 156. Section 272, cutting of 
timber and disposal of coal or timber, is amended to extend to iron 
ore the same capital gains treatment provided for coal. 


Technical changes eure also made. 
Ame? Ilment Vo Sf) ) 


The House bill added a new provision Lo t| eC code which disallows 
deductions to private businesses for rental payments made to State or 
local governmental units for the use of property acquired or improved 
by the governmental unit by the issuance of industrial development 
bonds after January 21, 1954. 

The Senate Finance Committee has deleted this provision. 
Amendment No. 81 (p. 52) 

The House bill denied a deduction for amounts paid on nonpartici- 
pating stock. Under the definition of nonparticipating stock, this 
section would have disallowed as a deduction interest on income 
obligations 

The Senate Finance Committee has deleted this provision and has 
restored present law in this area 
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Amendment No. 82 (pp. 52 through 170 

This amendment substantially revises subchapter C of chapter 1 of 
subtitle A of the House bill. Subchapter C deals with the tax conse- 
quences of corporate distributions, including liquidating distributions, 
and of corporate reorganizations. The revision of this subchapter has 
been both structural and substantive. The princival substantive 
changes are: 

(1) The Senate Finance Committee has followed the policy of the 
House bill in allowing the tax-free distribution of corporate stock as a 
dividend to the greatest possible extent. However, the amendment 
adopts an approach to the problem of the so-called “preferred stock 
bail-out” which differs from that of the House bill. This problem 
arises under existing law where a corporation issues to its shareholders 
a dividend in preferred stock which is not considered taxable income 
at the time of its issuance. This stock may then be sold and there- 
after be subject to redemption from the purchasers so that the net 
effect to the selling shareholder is a distribution of cash which is taxable 
at capital gain rather than at ordinary income rates. The House bill 
meets this problem by imposing a penalty tax on the corporation in 
certain cases when it redeems preferred stock which has been issued 
as a dividend. 

The Finance Commitiee amendmenis subsiituie for the House 
penaliy iax, a new provision providing for ‘‘seciion 306 stock.’ See- 
tion 306 stock is, in general, preferred stock issued as a dividend. The 
reciplen t of one of these stock dividends would noi be taxable on its 
receipt but would be taxable on tis dispostiion at the rates applicable 
to ordinary income 

This treatment would be applicable only to issues of preferred stock 
distribuied on or afier the effective date of these provisions. The 
House bill applied tO previously issued preferred stock. 

The House bill provides definitions of corporate instruments 
such as common stock, preferred stock, and securities. These defini- 
tions are of consequence throughout subchapter C, and significant tax 
consequences could result from the classification in which an instru- 
ment was deemed to fall. This amendment eliminates these defini- 
tions and in this respect returns to existing law. 

(3) The House bill provides one general rule governing the tax 
consequences of corporate liquidations. The significant feature of this 
rule is its postponement of tax on the unrealized appreciation in cor- 
porate assets which are distributed in kind. This rule is complicated 
by a new approach to the problem of the so-called “collapsible” 
corporation. This new approach requires that the basis of inventory 
items which have appreciated in value carry over in the hands of the 
distributee on liquidation. This amendment substantially retains 
existing-law-treatment of the collapsible corporations and returns 
to the structure of existing law in its treatment of corporate liquida- 
tions generally. Thus, under the general rule, a shareholder is taxable 
on the excess of the value of assets received in liquidation over the cost 
of his stock. A parent corporation liquidating its subsidiary may do 
so, however, without the recognition of gain or loss, and the basis of 
the assets in the hands of the subsidiary will continue to be the basis 
of the assets in the hands of the parent. However, if the parent 
purchases the stock of the subsidiarv and adopts a plan of liquidation 

oTT1—54———-8 
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within 2 years thereafter, the amendment follows the House provisions 
in treating such a purchase and liquidation as though the assets 
(instead of the stock) had been purchased and gives the assets a 
basis equal to the amount paid for the stock. 

The amendment also makes permanent the provisions of section 
112 (b) (7) of the 19389 Code. This provision allows a corporation to 

liquidated without recognition of gain on unrealized appreciation 
and requires that assets take over the cost of the stock as their basis) 
where the liquidation is completed within 1 month. 

1) The Senate Finance Committee’s amendment substantially 
follows the House bill in its provisions relating to corporate separa- 
tions. Thus, stock of an existing subsidiary may be distributed 
without the recognition of gain or loss directly to the shareholders of 
the parent. This eliminates the restrictive requirement of existing 
law that an intermediate holding company must be created to which 
the subsidiary stock is transferred and the stock of the holding com- 
pany in turn distributed. The Senate Finance Committee provides, 
however, that a corporation may be separated into other corporate 
entities only if each entity (both new and old) is actively engaged in 
business before and after the separation. The House bill allows in- 
vestment assets to be separated into a new corporation and the stock 
of such an inactive corporation to be distributed without the recogni- 
tion of gain. The Senate Finance Committee does not believe the 
safeguards in the House bill against tax avoidance through the use of 
such a device would be suffice iently effective to warrant its insertion 
in the tax laws. 

In addition, the Senate Finance Committee follows the House bill in 
providing that a transferee corporation may be controlled by persons 
who were shareholders of the transferor corporation but do not con- 
tinue as such after the distribution. 

5) The House bill departs from existing law by providing more 
restrictive rules as to the types of tax-free reorganizations which may 
be entered into by closely held, as opposed to publicly held, corpora- 
tions. The Senate Finance Committee’s amendment eliminates the 
distinction between reorganizations involving publicly, as opposed to 

closely, held corporations. Thus, the requirement is eliminated that 

te shareholders of a closely held transferor corporation must receive 
at least 20 percent of the stock of the acquiring corporation in a 
reorganization taking the form of a corporate acquisition of stock or 
property. The amendment returns to the definition of ‘“‘reorganiza- 
tion”’ in existing law in providing where there will be no recognition 
of gain or loss at either the corporate or shareholder level. 

6) The Senate Finance Committee limits the allowance of net 
operating loss carryovers resulting from a tax-free reorganization while 


the House bill did not. These carryovers are appropriately allowed in 
full only when the shareholders of the predecessor corporation have a 
substantial continuing interest in the successor corporation. Thus, it 


is provided that if the shareholders of the old corporation have 20 per- 
cent of the stock of the new corporation, the loss carryover is avail- 
able to the new corporation without diminution. The amount of the 
carryover is reduced proportionately, however, if the old shareholders 
receive less than this percentage. ‘Thus, if they have only 10 percent 
of the stock in the successor corporation, only 50 percent of the loss 
carryover is available to it. 
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A further change is made in the provision of the House bill limiting 
the net operating loss carryover where 50 percent of the stock in the 
corporation is purchased. The Senate Finance Committee’s amend- 
ment limits this provision to the area in which abuse has most often 
arisen, that is, the purchase of the stock of a corporation with a history 
of losses for the purpose of using its loss carryovers to offset gains of 
business unrelated to that which produced the losses. Accordingly 
it is provided that if more than 50 percent of the stock of a corporation 
is purchased within a 2-year period and if the corporation thereafter 
engages in a different type of business, then the loss carryover is 
eliminated entirely. 

(7) The House bill provides that the rules of subehapter C would 
generally apply to transactions carried out after March 1, 1954. The 
Senate Finance Committee revised this : ate so that, in general, the 
effective date of subchapter ¢ would be June 18, 1954 Flowever, a 
amendment offered by Senator Johnson of Ti ras on the floor changed the 
date June 18, 1954 (the date on which the bill was reported out by the 
Senate Finance Committee) to June 22, 1954, in the case of transactions 
involving reorganizations 

The Senate Finance Committee amendments also permit corporate 
reorganizations which were in the course of being completed under 
existing law to be carried out under the 1939 Code. Thus, reorgani- 
zations carried out pursuant to a plan adopted before the effective 
date of the reorganization provisions can be completed under existing 
law. 

Provision is also made under the Senate Finance Committee amend- 
ments for an election by the taxpayer as to whether the rules of exist- 
ing law or the rules of the 1954 Code are to apply in certain cases 
Thus, if a taxpayer has asked for a ruling before the effective date of 
the new reorganization provisions, but if a plan of reorganization has 
not been adopted, then the taxpayer may elect whether the rules of 
the 1939 Code or the 1954 Code are to apply. Similarly, if a plan 
of reorganization was adopted after March 1, 1954 (the effective date 
of the House bill), and before the effective date of the new reorganiza- 
tion provisions, a similar election is granted to have either the pro- 
visions of the 1939 Code or the 1954 Code apply An amendment 
off red on the floor by Senator Bennett provides that if the 1939 Code would 
app ly to a reorganization by reason of the adoption of the plan of reor- 
gant: ation before the e flective date of the new pro ynsions. then the inciden- 
tal creation of a subsidiary as part of the plan is to be considered a 
ret wrganie ation (although not te chnically such) in order that the 1939 Code 
will also apply to this part of - transaction. 

Two further chan ges wer nade to the Senate Finanee Committee 
amend) ment by « amendments sdinred on the Senate floor. The first change 
appears on page 92 be gunn ing at line 12. It was offered by Senator 
Millikin. It is a technical amendment to make el ar ’ the the existing 
rule of the Internal Revenue Service is to apply in determin ing the amount 
of stock owned b by a tri ist w hia: 1S ae be considered as owned by its bene- 
ficiary for purposes of determining when a redemption of stock owned 
by the be neficiary gives rise to ce tpital gai o7 ordinary mncome. This 
rule requires constructive ow nership of stock to be determined in accord- 
ance with the actuarial interest of the he nefii wary in the trust. 
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The second amendment is on page 165 at line 13 It was offered by 
Senator (‘ape hart and extends the rule of section 337 to sales made during 
the course of a corporate liquidation at any time during 1954. Section 
337 eliminates the corporate tar where a corporation sells property and 
distribute S the proceeds wh ile in the proce SS of liquidation. The aime nd- 
ment makes the rule in section 337 applicable throughout 1954 and without 
regard to whether a plan of liquidation has been previously adopted as 
long as the distribution is com plete d by 1955. 


Amendment No. 83 (pp. 170-190) 

The Senate Finance Committee has substantially rewritten the 
House bill, which involved a major departure from present law in the 
matter of the requirements of qualification of a plan and the treatment 
of nonqualified deferred compensation arrangements. The amend- 
ment has the principal effect of returning to present law with certain 
exceptions. Most of these exceptions were contained in the House bill. 

Section 401 which contains the requirements for qualification is the 
same as present law except for some conforming amendments required 
by substantive changes elsewhere in this part. The return to present 
law is a substitute for the mechanical requirements for qualification 
of a plan that were contained in the House bill in section 501 (e) 

Section 402 relates to the taxability of the beneficiary of an employ- 
ees’ trust. This follows present law except for certain conforming 
amendments to the new code and several substantive amendments. 
One of the latter deals with capital gains treatment for certain distri- 
butions from an exempt trust. This treatment is exiended to distri- 
butions on account of the death of the emplovee after separation from 
service. This provision was in the House bill. Another provision 
which differs from present law relates to foreign situs employee's 
trusts. Under present law, the Internal Revenue Service imposes 
very restrictive conditions on the qualification of such a trust. Under 
the Senate Finance Committee amendments it is provided that a 
foreign situs trust can never qualify for tax exemption for the trust 
itself but, if the trust is set up under a plan that meets all the other 
conditions of qualification, the other tax advantages will be available. 
These include current deductions for emplover contributions, defer- 
ment of tax until receipt for the emplovee, and capital-gains treatment 
on certain lump-sum distributions. The House bill took the same 
approach to the problem but did not provide the capital-gain 
treatment. 

The Senate Finance Committee’s provision also differs from present 
law in a third respect. Ordinarily distributions on the termination 
of an employees’ trust do not give rise to capital gains if there is a 


continuity of employment with the same employer. The Senate 
Finance Fossnibiee’s amendment bap ides that capital-gains treat- 
ment will be allowed in the case of lump-sum distributions in 1954 


arising from plan terminations in a caine vear connected with a com- 
plete liquidation of the employer corporation, whether or not the 
liquidation is incident to a reorganization such as a consolidation or 
a statutory merger. This provision without the date restrictions, 
was contained in the House bill. 

The Senate Finance Committee’s version of section 403, relating 
to the taxation of employee annuities, corresponds to present law 
except for one important provision which was contained in the 
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House bill. Capital-gains treatment is extended to lump-sum dis- 
tributions from an annuity plan arising from the employee’s death 
or other separation from service, or his death after separation. 

Section 404, as amended by the Senate Finance Committee, 
relates to the employer deduction for his contribution to employee 
plans. This is substantially the same as preseit law with a few 
important exceptions. The first of these permits the members of a 
consolidated group to take a deduction for a contribution to a proiit- 
sharing plan of another member which is prevented from making the 
contribution by virtue of having no earnings and profits. This is 
quite close to the corresponding provision in the House bill except 
that the committee made two changes. The provision has been 
extended to stock-bonus plans where the emplover contribution is 
measured as a percentage of profits, and the requirement for a pro- 
portionate allocation of the contribution according to the profits of 
the other members has been removed where the group files a con- 
solidated return. 

Another point on which section 404, as amended, differs from 
present law, is that it extends from 60 days to the return filing date 
(including extensions) the period beyond the end of the year in which 
an accrual basis taxpaver may make a contribution to an employees’ 
plan and still have it count as a contribution of the prior vear. This 
is the same as the House provision. 

The Senate Finance Committee’s amendments also make certain 
that an emplover will obtain deductions in future vears for contribu- 
tions under a plan set up, prior to 1954, as a result of negotiations 
between an employee group and the United States Government 
during a period of Government seizure of the emplover’s industry. 
This, for example, will give assurance to employers that they may 
deduct amounts contributed to the United Mineworkers Welfare 
fund. There is no corresponding provision in the House bill 
Amendment No. 84 (p. 190 

This is a conforming amendment to subsection (a) of section 421 
dealing with the treatment of restricted employee stock options. 
The substantive change to which this amendment relates is described 
in amendment No. 87. 


Amendment No. 84 (p. 19] 

The House bill makes it clear that a restricted stock option may be 
what is known as a variable-price option. A variable-price option 
is an option in which the price to be paid by the employee for the stock 
is determined by reference to the market value of the stock, for 
example, an option permitting an employee to purchase stock at 85 
percent of the value of the stock. However, the House bill defines a 
variable-price option as an option where the purchase price of the 
stock under the option is not fixed or determinable. It has been 
pointed out that this definition might create a loophole by covering 
options where the option price decreases as the value of the stock 
increases. For example, under this provision it appears that an option 
would qualify where the option price decreases as the corporation's 
accumulated earnings increase. ‘The Senate Finance Committee has 
provided that in the case of qualifying variable options, the value of 
the stock is to be the only variable. 
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This amendment also makes conforming changes in the employee 
stock option provision relating to acquisition of new stock in the case 
of certain tax-free corporate reorganizations. The amendment con- 
forms to the new section numbers for corporate reorganizations and 
also corrects technical errors in the House bill. In the case of acqui- 
sition of new stock where there has been a tax-free reorganization the 
amendments provide that such stock is in effect to be considered the 
stock received upon the exercise of the option, even though it in fact 
is stock received in exchange for such stock. 


Amendment No. 86 (p. 191) 


This amendment makes 3 substantive changes in the House bill 
relating to e mployee stock options. 

The House bill provides that where an option is granted at 110 per- 
cent of the value of the stock and is exercisable only in a 5-vear period 
the 10 pereent stock ownership provision of present we does not need 
to be met in order for an option to qualify as a restricted stock option. 
he Senate Finance Committee accepted this House provision but has 
waived the 5-year period for the exercise of the option where the 
option is actually exercised within | vear after the enactment of this 
bill, 

The House bill provided that with respect to options issued after 
December 31, 1953, in order to qualify as restricted stock options, 
they must be exercisable over a period of 10 years or less. The Senate 
Finance Committee has accepted this provision but provides that it 
is to apply with respect to options issued after June 18, 1954, the date 
this bill was reported by the Senate Finance Committee. 

The House bill treats an option exercised by an estate or beneficiary 
of an employee in substantially the same manner as if the option were 
exercised by the e mployee dire tly. The Senate Finance Committee 
accepted this amendment but realized that this in turn created a new 
problem. Where stock acquired by an estate by exercising one of these 
options is transferred to a beneficiary, this event does not qualify as a 
“disposition”? under either present law or the House bill. As a result, 
in the case of options issued at a price of between 85 and 95 percent of 
the value of the stock, there is no event, in the case of one of these op- 
tions exercised by an estate, which results in the taxation, as ordinary 
income, of this spread between the option price and the value of the 
stock at the time the option was granted. ‘The Senate Finance Com- 
mittee’s amendments provide, therefore, that the transfer to a bene- 
ficiary of stock acquired by an estate upon the exercise of an option is 
to be treated as a ‘‘disposition” for purposes of reporting ordinary 
income in the case of the options described, 

Technical and clarifving changes were also made changing the 
requirements under the definitions of parent and subsidiary corpora- 
tions from those owning more than 50 percent of the stock of another 
corporation to those owning 50 percent or more of such stock. Another 
technical and conforming change substitutes the appropriate sub- 
sections with reference to the new corporation reorganization sections 


Amendment No. 87 p. 193) 

Under present law, where an option has been modified, extended 
or renewed, the price under the new option may not be less than 85 
percent of the value of the stock at the time the old option was 





SUMMARY OF SENATE AMENDMENTS TO H. R. 8300 21 


granted or less than 85 percent of the value of the stock at the time 
of any modification, extension or renewal, whichever is higher. As 
the House bill recognized, this is detrimental to employees having 
options where the value of the stock has decreased. The House bill 
provided that if the option was granted after December 31, 1953, or 
was exercisable over a period of 10 years or less, the highest value of 
the stock would not centrol the option price at the time of any modifi- 
cation, extension, or renewal. 

To prevent employees from taking advantage of temporary price 
declines in stock in order to obtain a more favorable option, the Senate 
Finance Committee has provided that the highest value will apply 
unless there has been a decline of at least 20 percent in the value of 
the stock for a year or more. With this change it is also possible to 
remove the distinction contained in the House bill between options 
issued before and those issued after December 31, 1953. Other 
changes made by the House in the definition of modification of stock 
options were retained by the Senate Finance Committee. 

Amendment No. 88 (p. 195) 

Under present law if an employer corporation is reorganized in a 
tax-free exchange and an employee has already exercised his option, 
no ‘‘disposition”’ of the stock occurs for purposes of the stock option 
provision upon the exchange of his stock. However, if the reorgani- 
zation occurs before the employee has exercised his option, it is not 
clear whether he still has a restricted stock option if the reorganized 
corporation assumes responsibility for the old option or issues a new 
one. The House bill allows a successor corporation to be considered 
as the employer corporation and provides that the change in terms 
of an option to comply with the reorganization are not to be considered 
a modification. 

The Senate Finance Committee’s bill provides this treatment in a 
broader area than the House bill. Under the Senate Finance Com- 
mittee’s bill in the case of a corporate merger, consolidation, acquisition 
of property or stock, separation, reorganization or liquidation, where 
there has been a substitution of a new option for an old option (or 
where the old option has been assumed by the new employer) the old 
option is to be considered as continuing in effect. However, unde 
the Senate Finance Committee’s action the old option must be can- 
celed (unless it is assumed by the new employer and no new option 
issued) and the value of the new option must not be greater than that 
of the old option. In addition, as provided by the House bill, the 
new option must not give additional benefits not available under the 
old option. 


Amendment No. 89 (p. 196 

The House bill gives statutory sanction to the 52—53-week fiscal year 
for corporate taxpayers. The Senate Finance Committee has extended 
the privilege to noncorporate taxpayers who use such a fiscal year for 
business purposes. 
Amendment No. 90 (p. 197) 

Technical amendment to section 441, relating to period for comput- 
ing taxable income (52—53-week fiscal year). 
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An endment No Y] (p 19? 

This amendment, as a matter of administrative convenience, elimi- 
nates the proration of the personal exemption in the case of a return 
for a short period caused by the termination of tho taxable year due 
LO jeopardy. 

Am €) lm ent Vo G2 p 197 

U lee present law, payments received in advance for the use of 
property in future years or for services to be rendered in future years 
are generally includible in the income of the recipient in the year of 
receipt 

The House bill permits accrual-basis taxpayers to defer the reporting 
of advance payments as income until the year or vears in which earned, 


under their regular method of accounting. The period over which the 
prepayment may be deferred may not exceed 5 vears after the vear of 
receipt 


A doubt is created by the House bill as to the treatment of advance 
payments which are to be earned over an indefinite period. The 
Senate Finance Committee has included a clarifying amendment 
indicating that such prepayments may, under regulations, be treated 
In part as Income to be earned over a short period (where the tax- 
pay r’s experience shows a reasonably accurate average period) and 
In part as income to be earned over a period in excess of 5 vears. 


Amendment No. 93 (pn. 198 
/ 


Under present law, in order to use the installment method of report- 
ing income in the case of sales of real property or casual sales of 
personal property, some payment must be made in the year in which 
the sale occurs but the initial payment may not exceed 30 percent of 
the selling price. 

The House bill required that in the year in which payments were 
first received, such payme nts could not exceed 50 percent of the se lling 
price. ‘This requirement would leave in doubt, for perhaps a number 
of vears, the status of certain sales in which the initial payments are 
indefinite and are not payable until some time subsequent to the year 
of sale. The Senate Finance Committee’s amendment, therefore, 
provides that sales of realty and casual sales of personalty, which 
otherwise qualify, may be reported under the installment Oo if 
in the vear of sale either no payments are received, or the payments 
in that year do not exceed 30 percent of the selling price. 


Amendment No GL p. 199 

Conforming change to amendment No. 228 to section 1035, relating 
to mortgage foreclosures. 
Amendment No. 95 p. 199 

Conforming change to amendment to corporate reorgenization 
provisions. 

Ame ndme nt Vo. 96 (p FW) 

Under: present law a deduction for the payment of local property 
taxes by an accrual basis taxpayer is generally deemed to accrue upon 
the date when the amount and liability for the tax becomes fixed 
(usually the assessment date). 

(he House bill provides that an accrual basis taxpayer must, in 
the future, accrue a real property tax ratably over the period for 
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which the property tax is imposed. Special rules are provided in the 
House bill to cover the transitional problems arising as a result of the 
change. These rules have the effect of creating a gap in property tax 
deductions in certain instances which would artificially inflate income 
in the year of transition 

The Senate Finance Committee has, therefore, provided that the 
new accrual rule may be elected at the taxpayer’s option; thus, tax- 
pavers whose income would otherwise be distorted in the transition 
year may continue to employ the method for accruing property 
taxes which they have consistently used in the past. The transition 
rules will apply only in those cases in which an election is made 


Amendment No. 97 \p. 201) and 


Amendment No. 98 (p. 201 
t 


Under present law, deductions for expenses and losses incurred | 
a taxpayer may be taken only when all events have occurred whic h 
fix the fact and the amount of the taxpayer's liability. The House 
bill permitted an accrual basis taxpayer to elect to deduct reasonable 
additions to reserves for estimated expenses. The expenses must be 
related to income of the taxable year and must be allowable deductions 
which can be estimated with reasonable accuracy. 

The Senate Finance Committee has amended the House bill to pro- 
vide that additions to reserves for estimated expenses are to be taken 
into account in the discretion of the Secretary or his delegate in 
order to conform the administrative control in this area with that 
provided under existing law in the deduction for additions to reserves 
for bad debts. The Senate Finance Committee has also added a 
specific provision to the effect that expenses estimated under this 
section must be attributable to income of the taxable year or prior 
taxable years for which an election to estimate expenses under this 
section has been in effect. 

The House bill created uncertainty as to the status of deductions for 
expenses attributable to taxable years prior to 1954 (the first taxable 
year for which an election may be made) but actually incurred in 1954 
or in subsequent years. To resolve this question the Senate Finance 
Committee has specifically provided that expenses incurred in 1954 
and in subsequent years which pertain to income of taxable years 
prece ‘ding the first vear of election under this section may be deducted 
as though this section had not been enacted. 


Amendment No. 99 (p. 202 and 


Amendment No. 100 (p. 202 

Under present law, taxpayers who request permission to change 
their method of accounting (other than to the installment method) 
are required to make certain adjustments in the vear of change in 
order to prevent income and expenses from being reported more than 
once or to prevent the omission of certain income. Where a change 
in accounting method is initiated, however, by the Internal Revenue 
Service the courts have generally denied any such adjustments for 
years barred by the statute of limit: ations, The House bill provided 
that whether the change in method of accounting was voluntary or 
involuntary, the taxpayer should take into account those : adjustments 
dete ‘rmined by the Secretary or his dele wate to be necessary sole ly by 
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reason of the change. Where such transitional adjustments, however, 
would result in an increase in taxable income of more than $3,000 in 
the year of change, the House bill provided that the net transitional 
adjustment should be spread ratably over the year of change and the 
2 pre eding years 

The Senate Finance Committee has amended the House bill to 
provide that no transitional adjustments are to be made in respect of 
al taxable vear to which the new code does not apply The transi- 
tional adjustments in all future changes under the amendment 
adopted by the Senate Finance Committee will be those resulting 
from a change in accounting method (whether voluntary or invol- 
Intary which are determined under the facts of the case to be 
necessary in order to adjust for erroneous treatment of items occurring 
in taxable vears to which the new code applies. 

{n additional relief provision from the effect of an increase in tax 
liability resulting from a change in accounting method has been added 
by the Senate Finance Committee. The tax resulting from a change 
is limited to the aggregate of taxes which would result from allocating 
the adjustments to vears prior to the vear of change (but not including 
any vear to which the new code does not apply) and reeomputing tax- 
able income for those years under the new method of accounting 
This limitation on tax lability will be effective only to the extent that 
the records of the taxpaver are adequate to permit such recomputation 
Amendment No. 101] p. 205 

Clerical amendment to table of section 
Amendment No. 102 (p. 205 ) 

This provides a tax exemption for a corporation engaged in testing 
for public safety if it meets the same requirements imposed on a tax- 
exempt scientific or educational organization. 

Clerical changes are also made. 

Amendment No. 102a p. POS ) 

This amendment, offered on the floor by Senator Johnson of Texas, 
provides that an organ ization which is eae mopt from tax under section 
OT (¢ oO (cor poratio) s, funds, ete., organized and Ope rated exclusively 
for religious, charitable. ete.. purposes will lose their exe mpl status 7 
the organi ation partici pates or intervenes in a political campaign on 
hehalf of an y candidate for public office l'nder this provision the pub- 
lishi) dor dist) ibuting of stateme nts ull constitute a proh hited partici pa- 


tion or intervention 


Amendment No 108 p. POS ) 

These amendments strike the new provisions inserted by the House 
relating to the requirements for qualification of a pension, profit- 
sharing, or stock-bonus plan. Present law was restored in this area by 
amendment No. 83. 


Amendment No. 104 (p 206 


Clerical amendment conforming to action taken in amendment No, 110a. 


Amendment No. 105 (p. POE ) 


These are conforming amendments. 
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Amendment No. 105a p. 206) 


This ame ndme nt ta section 5OS, ote red on the floor by Senator ¢ ‘arlso 
provide S that the de Vi ial of eren pt on to organi atior 8 wh O er gage i} pro- 
hibited transactions ull not he applicable to an orga) , ation whose 
principal Pur poses O7 functions are to prov le ag ( tural researel 
Under existiz g law and the House bill, the exren ption from the proh ibited 
transaction provisions is granted only to the follow) organi atior e° 
(l)a religious organi zatio; other than a trust 7 7) certa in education al 
organizations; ) organi ations which receive a substantial part of the 
support Trom national. State. oO loeal governme nts or tron the gene ral 
public; 1) organi ations Ope rated. controlled. o7 p ne ipally supporte / 
by a re / ‘Yio is organi -ation de seribe d i) ] ~ Or / , a? orga? ” ation wi ONE 
pi in pal PUr Pose or funetion is to provide medical o7 hospital Care, 


: ee : + 
medical education. or medical researeh 


Amendment No. L106 (p 406 


These are conforming changes required by amendment No. 83. 
Amendment No. 107 (p. 206) 

The House bill provides that an employees’ trust will lose its tax- 
exempt status, if the trust engages in certain activities, including the 
loan of income or corpus without a reasonable rate of interest and 
adequate security. Certain other tax-exempt organizations already 
are subject to the same rules. 

The Senate Finance Committee’s amendment is consistent with the 
House provision but allows up to December 31, 1955, to arrange re- 
financing in cases where the employees’ trust had such a loan (presum- 
ably to the employer) outstanding as of March 1, 1954 
Amendment No. 108 (p. 207 

This has the effect of removing an amendment to present law 
which was made by the House bill. The House provision would 
have placed employees’ trusts under the operation of certain rules in 
present law which deny exemption for the organization on account 
of certain unreasonable accumulations of income. The Finance Com- 
mittee considered that other provisions dealing explicitly with em 
plovees’ trust provided sufficient 


restrictions on accumulations 
Amendment No. 109 (p. 20? 

This is an amendment to present law which is designed to reduce 
the impact of the rules against unreasonable accumulations in the 
cases of certain testamentary trusts which require a period of accumu- 
lation of income in order to be able to carry out some specified chari- 
table objective. 


Amendment No. 110 (p. 207 


This amendment removes the restrictions imposed by the House bill 
on the investment policy of emplovees’ trusts 
Amendment No. 110a (p. 207 

This amendment, offered on the floor by Senator McCarran. adds a 
new section to the House bill whieh provide Ss that an organ ization de scribed 
in section 501 (e) (8) (corporations, foundations, ete., orga? ized and 
ope rated exclusive ly for religious, charitable , ete... Pur poses unill be de nied 
ere moption from tar if they make a donation toad subversive organ ization 
or toa subve rive indimdual In addition. the ame ndme nt provide Ss that 








26 SUMMARY OF SENATE AMENDMENTS TO H. R. 8300 


cha tahl ere deductions ull } ot he allowed inde the appli able provi- 
s of this title if the att or bequest is mar le to an — roation du ng 


ad tarable year ] wi 7 h such organ ) ation x not ( rempt by reason of this 
section. (unless the agitt o7 be quest is made pr ior to the date when the organi- 
atio? has heen determined by the Secretary lo hare made a donation 
CAUSTHG it to lose its ¢ I¢ mpti ai 
/ hie ame? dment de NES “6 catbversiv. orgar ) ation’’ and ** catbaye rive 1? h- 
wal’”’ as any organization or any individual who “advocates, abets, 
a €S, O71 teaches the du MN. nece seit /, de sirability. or propru ly of over- 
throw / q o7 de stroying the Government of the [ nited States by fores O7 
lene é. any orgal ia ron wh ich iS TL the list oT subive 7 S70 organiza r Ws 
wy hed by the Attorne 1 Gren ral or ai y i? di yvdual who is a men her 


. oy 
of such organization; or any organization or individual who.is registered 
. ] / } j / ‘ 
requ red fo he registered mith the Attorney General dae? the Sab CT- 
es Achinities Control Act of 1950 


The ren plion / nol denv df if the donation IN Wa / io an individual 
Vi I ly for char itable Purpose ‘ 10 supply NWLECESSTLIES ne luding medieal 
( hosp lal care lov the i? l) vdual. h is fan wy | i household Also. the 
denial of the exe mptror does not app ily if the do r organ ization receives 
fron thre donee a sworn Statement that the donee s nota subversive ordani- 


adhion or a siuore reine ind mdual unte VN the dont ss through the knowledqe 

cr impu ed knowledge of its officers, age nts, o7 employees, who partici pat 

in thee n aking of the donation. knows that the organi atior O7 india dual 
subre rsi ( with ? the MEANING of th is yseclion. 

The ere mption iS dle nied for an Y la rabli year in wh ich if is le tern ined 
that the organization has n ade a pl ha bited « lo natic NH provided such dona- 
hon occurs afler date of enactment. The Cre mption of the organization 
nay be reinstated for the second | faxable year after the year in which ex mp- 
ion is denied if the Secretary is s ished that the organi ation uall not 
again make ad prohibited donation 


Amendment No. 111 (p. 212 

These are conforming amendments 
Amendment No re pP 212 

These are conforming amendments 
Amendment No. 113 (p. 212 

This is a technical amendment to permit the new limitation of 30 
percent on certain types of charitable contributions to be available 

rainst the unrelated business income of a tax-exempt trust 
Amendment No. 114 (p. 212 

This is a conforming amendment related to amendment No. 83 
Amendment Vo 115 (n. ABA 

This is a conforming amendment related to amendment No. 
Ame dment Vo 116 \p 515 

Present yen imposes a tax on rental income received by certain 


tax-exempt organizations to the extent that property, subject to a 


lease for more than 5 years, was obtained with borrowed funds. 
However, an exception is provided under prese yi law in the case of 
certain leases for more than 5 years, in the case of property occupied 
by more than 1 tenant. The amendment of ‘the Senate Finance 
Committee provides that a lessor affected by this exception may renew 
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short-term leases in the latter part of their term without having the 
unexpired portion of the first lease added to the period of the second 
lease, making the second lease one for more than 5 vears. 
Amendment No. 117 (p. 213 

This amendment provides an effective date for the application to 
employee trusts of the provisions taxing rental income received by 
certain tax-exempt organizations to the extent that borrowed funds 
are used to acquire the property. This is designed generally to avoid 
imposing a penalty on commitments entered into prior to March 1, 
1954. 

A further change made by this amendment provides, subject to 
appropriate limitations, that if one employees’ trust borrows funds 
from another trust of the same employer, in order to acquire property 
to be leased, this will not subject the rental income to tax provided 
the second in turn has not borrowed in order to make the loan 

A clerical amendment is also made 


Ame ndme nt No. 11s p. | , 


This is a conforming amendment to the table of contents for part I of 
subchapter G relating to corporation improperly accumulating surplus. 
Amendment No 119 Pp 214 and 
Amendment No. 120 (p. 215) 

These Senate Finance Committee amendments relate to the exem p- 
tion from the accumulated earnings tax prov ided by the House bill for 
publicly held corporations. Under present law such corporations are 
theoretically subject to the accumulated earnings tax but as a practical 
matter this tax has been applied only where 50 percent or more of the 


stock of a corporation is held by a limited group The House bill 


provided a specific statutory exception for any corporation which has 
more than 1,500 shareholders if no more than 10 percent of the stock 
is held by any 1 person, including members of his family. 

In view of the difficulty of distinguishing between publicly and 
privately held corporations, the Senate Finance Committee removed 
the exemption from the accumulated earnings tax for publicly held 
corporations. 


Amendment No. zi p. 110 


Under present law if the earnings and profits of a corporation have 
accumulated beyond the reasonable needs of the business, the corpo- 
ration is assumed to have accumulated earnings for the purpose of 
avoiding income tax with respect to its shareholders unless, by the 
clear preponde rance of evidence, it can prove to the contrary The 
OF the word 
“clear” before “preponderance” and made a conforming change with 
respect to an amendment made by the House. The House had inserted 
a parenthesis modifying the phrase ‘‘reasonable needs of the business’”’ 
to make it clear that such needs included ‘‘reasonably anticipated 
needs.” The Senate Finance Committee has moved this clarifying 
phrase to another section, but, in doing so, has not changed the intent 
of the House provision. 


Amendment No. 122 p- 215 
At the present time the taxpayer has the burden of proving that his 
accumulated earnings and profits are not in excess of the reasonable 


Senate Finance Committee made an amendment removin 
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needs of the business. The House added a provision prov iding that 
if the taxpayer upon request filed a statement of the grounds (to- 
gether with sufficient facts to apprise the Secretary or his delegate of 
the basis thereof) on which he relied to establish the reasonableness of 
the accumulation, the Government is to have the burden of proof. 

In this amendment the Senate Finance Committee modified this 
House provision slightly to provide that with the statement sub- 
mitted by the taxpaver to shift the burden of proof, there is only to 
be submitted “facts sufficient to show the basis thereof” rather than 
“facts sufficient to apprise the Secretary or his delegate of the basis 
thereof.”’ 

The Senate Finance Committee also made several other conforming 
changes in this amendment which relate to changes made in the 
accumulated earnings credit. 


Amendment No 193 p. 216 


This is a clerical amendment in the definition of accumulated tax- 
able income for purposes of the accumulated earnings tax. 


Amendment No. 192i (p. 216) 


This is a technical amendment to the definition of accumulated 
taxable income for purposes of the accumulated earnings tax. It pro- 
vides that any alternative capital-gains tax paid by a corporation is 
to be deducted as a tax rather than as a part of the capital gain which 
also is deductible in computing the base for this tax. 

Amendment No. 125 p. 216 

The House bill provided a minimum accumulated earnings credit 
of $30,000 for purposes of computing the accumulated earnings tax. 

This amendment of the Senate Finance Committee substantially 

evises the accumulated earnings credit provided by the House bill. 
It provides an accumulated earnings credit for the profits of the tax- 
able year which are retained for the reasonable needs of the business 
lt further provides that in no case is this credit to be less than t 
amount by which $60,000 exceeds the accumulated profits of t 


he 
: he 
corporation at the end of the prior year. This in effect provides two 
changes. In the future this tax will apply only to the amount un- 
reasonably accumulated. Moreover, in no case will the tax be imposed 
on any corporation which has not accumulated earnings to the extent 
of $60,000, rather than $30,000 as provided by the House bill. 
Amendment No. 126 (p. 218) 

This is a conforming change which moves from section 533 to 537 the 
phrase “including reasonably anticipated needs,”’ and defines reason- 
able needs of the business as including such reasonably anticipated 
needs. 

Amendment No. 127 (p. 218 

The House bill provides that a consolidated return may be filed for 
purposes of the personal holding company tax, by a group of corpora- 
tions if (1) the common parent corporation derives 80 percent or more 
of its income from the affliated group for the 3 preceding taxable years, 
2) no member of the group would be a personal holding company if 
its income derived from the group were disregarded, and (3) no 
member of the group is a corporation exempt from the personal holding 
company provisions. 








| 
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The Senate Finance Committee’s amendment strikes the first limi- 
tation provided by the House bill and makes two modifications in the 
second limitation. By striking the first requirement it is made pos- 
sible for a common parent corporation of a group of corporations 
filing a consolidated return to derive more than 20 percent of its income 
from its own operations, 

The second limitation imposed by the House bill is modified by the 
Senate Finance Committee to provide that investment-type income 
from outside the consolidated group may deny a corporation the right 
to file a consolidated return only if its income from outside the group 
constitutes 10 percent or more of its gross incom 

The third change made by the Senate Finance Committee provides 
that in determining whether or not a common parent corporation has 
personal holding company income in sufficient quantity to preclude it 
from filing a consolidated return with its subsidiaries, income from a 
corporation in which it has more than a 50 percent stock ownership is 
to be left out of consideration. This means the mere fact that a 
corporation has received income from a corporation, which it controls 
but in which its control is not sufficient to permit the filing of a con- 
solidated return, will not prevent this company from filing a con- 
solidated return with other more closely associated companies merely 
on the grounds that it receives investment income from such outside 
corporation. 

Amendment No. 128 (p. 220) 

This amendment excludes from the definition of personal holding 
company income interest earned on special reserve funds established 
under the Merchant Marine Act of 1936. Such interest is required 
to be retained in the reserve funds under the Merchant Marine Act 
for investment in shipping. 

Amendment No. 129 p. 220 of committee amendments 

Personal holding company income includes amounts received for 
the use of property where 25 percent or more of the stock of the cor- 
poration is owned by an individual having the use of the property. 
The House bill provides that this provision is to apply only to a cor- 
poration having personal holding company income in excess of 10 
percent of its gross income, apart from that received from the use of 
property. The Senate Finance Committee has provided that in 
determining whether or not a corporation has personal holding com- 
pany income in excess of 10 percent, for this purpose, rental income 
from persons other than shareholders is to be ignored. This makes 
the exception in the House bill clearly applicable for example, in the 
case of property which is rented both to shareholders and to persons 
who are not shareholders of the corporation. 


Amendment No. 129a (p. 220) 

This amendment to section 543 (6b), offered on the floor by Senator 
Long, provides that gross income derived from real property uth respect 
to which there erists indebtedness secured by stock or securities to the 
value of 50 percent or more of the inde btedness is not to be taken into 
account in determining whether a corporation is a pe rsonal holding 
company within the meaning of sections 542 and 5 


> 


iv. 
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Amendment No. 180 (p. 221) and 


Amendment No. 131 (p. 221) 

These are clerical and technical changes. The deduction for the 
capital loss carryover in the case of the computation of personal 
holding company income which was omitted by the House bill is 
restored. The deduction of any alternative tax paid is allowed as a 
tax deduction rather than as a part of the capital gain deduction and 
certain conforming changes are made in the charitable contribution 
deduction for purposes of the personal holding company tax. 


Ame ndment No [SZ \p. 222 ) 


These are technical amendments made to the deduction for defi- 
crency dividends in the case of personal holding companies. 


Amendment No. 188 Pp 229 


These are conforming amendments to the cross references at the 
end of section 551 relating to foreign personal holding company 
income taxed to United States shareholders 
Amendment No 155a \p 22S) 

Th 8 ame ndment to section 592. off red on the floor by Ne nator Spark- 
mwa? erem pts from the fore hn personal holding com pany Provisions a 
for 1gn banking corporation provided that the Comptroll r of the Cur- 
reEency ce rti fies that (erce pt for a prohibition against rece ing de posits 
(mp wed by the laws of the foreiqn country) it would substantially meet 
the requirements imposed on national banks incor porated and doing 
business mn the District of Columbia. 

Amendment No 134 (p D2 I 

This is a technical amendment to the definition of charitable con- 
tributions allowed as a deduction in computing undistributed foreign 
personal holding company income. 

Amendment No. 135 (p 22 I} ) 

This is a conforming amendment to the table of contents of part 
IV, relating to deductions for dividends paid to corporations im- 
properly accumulating surplus and personal holding companies. 
Amendment No. 136 \p. Cad 

This is a conforming amendment to section 561 (a) relating to the 
definition of deduction for dividends paid to corporations improperly 
accumulating surplus and personal holding companies. 

Amendme nt No. oT (Pp. g25 

This is a technical amendment to section 561 (b) relating to the 
definition of the deduction for dividends paid in the case of corpora- 
tions improperly accumulating surplus and personal holding companies. 
Amendment No. 188 (p. 225) 

This is a conforming amendment. 

Amendment No. 139 (p. 225 ) 

This is a clerical amendment to section 563 relating to rules for 
dividends paid after the close of the taxable year in the case of the 
accumulated earnings tax and the personal holding company tax. 
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Amendment No. 140 (p. 225 
This is a technical amendment to section 564 (c) relating to the 
determination of the dividend carryover in the case of certain taxable 
years beginning after December 31, 1953, and applies to the tax on 
accumulated earnings and the personal holding company tax. 


Amendment No. 141 (p 226 


The House bill deleted the consent dividend provisions of present 
law. The Senate Finance Committee has restored these provisions. 


Amendment No. 141a (p. 228 


Ame ndme nt to section 5S 4 to con for m to the change S md le in Ame nd- 
ment No. 10 


Amendment No. 142 p. £28) 

This is a clerical amendment to delete a duplicate provision, 
Amendment No. 148 (p. 229) 

This technical amendment provides that the deduction for depletion 
is to be apportioned between an estate and the heirs on the basis of 
the income of the estate allocable to each. 


Amendment No. 144 (p. E29) 


This is a clerical change in section 611, allowance of deduction for 
depletion. 


Amendment No. 145 (p. 229) 

This is a technical change in section 612, basis for cost depletion, 
Amendment No. 146 (p. 229) 

This amendment conforms section 613, percentage depletion, to the 
amendments made under section 614. 


Amendment No. 147 (p. 229 

This amendment changes some percentage-depletion rates provided 
in the House bill as follows: 

(1) The rate on uranium is raised from 15 percent to 23 percent. 

(2) The rates of the following are raised to 23 percent if from 
deposits in the United States: Anorthosite (to the extent alumina or 
aluminum compounds are extracted therefrom), asbestos, bauxite, 
beryl, celestite, chromite, corundum, fluorspar, graphite, ilmenite, 
kyanite, mica, quartz crystals (radio grade), rutile, block steatite tale, 
and zircon, and ores of the following metals: Antimony, bismuth, 
cadmium, cobalt, columbium, lead, lithium, manganese, mercury, 
nickel, platinum and platinum-group metals, tantalum, thorium, tin, 
tungsten, vanadium, and zine. 

Amendments offe red on the floor by Senators Magn uson and Malone 
added the minerals “olivine” and “titanium,” respectively, to the above 
list of minerals entitled to percentage cle pletion at the rate of 23 percent 
if derived from de posits in the United States. 

(3) Bentonite was added to the 15 percent class. 

(4) The rate for sodium chloride was raised from 5 percent to 10 
percent. 

(5) Stone used as dimension stone or ornamental stone, and granite 
and marble were deleted from the 5 percent class 
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All other miner: ar not specifically listed in the categories described 

above (as amended by the Senate Finance Committee), will receive 

percent depletion, as provided in the House bill, unless used for 
certain specified purposes. The committee amendment limits these 
purposes to riprap, ballast, road material, rubble, concrete aggregate, 
or for similar purposes; whereas, the House provision listed, in addition 
to the foregoing, use as dimension stone and ornamental stone. 

An amendment offered on the Senate floor by Senator Johnson of Texas 
provides that the above 5-percent limitation will not be applied if the mineral 

sold on bid in direct competition with a bona fide bid to sell any of the 
following minerals which are not subject to the use test: Ball clay, bento- 
nite, china clay, saqger clay, rock asphalt, vermiculite and metal mines. 

To give greater certainty to the term ‘all other minerals’ the 
Senate Finance Committee amendment lists all the minerals in present 
law which are not otherwise specifically mentioned in the section as 
being included in the “all other minerals” category. In addition, 
slate, soapstone, and limestone are listed as being in this group. 
Slate, chemical and metallurgical grade limestone were listed under 
the House bill in the category that receives the 15-percent rate without 
regard to use. 

Technical changes were also made by the Senate Finance Committee 
amendment. 
Amendment No. 1 48 (p. 231) 

This amends section 613 (c) (4) (A), ordinary treatment processes 
- purposes of computing. percentage depletion, to include dust 
ilaying and treating to prevent freezing in the case of coal. 


Amendment No. 149 (p. 281) 


This amends section 613 (c) (4) (A), ordinary treatment processes 
for purposes of computing percentage depletion, to include the 
sintering and nodulizing of phosphate rock. 

Amendment No. 150 (p. 932) 

The House bill provided that the taxpayer might elect to aggregate 
2 or more mineral interests included in 1 operating unit for purposes 
of computing percentage depletion. No aggregation of interests was 
allowed for purposes of computing cost depletion. ‘This amendment 
broadens the rule so that the election to aggregate 2 or more mineral 
interests included in 1 operating unit will apply for purposes of cost 
depletion and the determination of basis as well as the computation 
of percentage depletion. 

Clerical amendments were also made. 


Amendment No. (p. 232) 


Conforming eee to section 614, definition of property, to 
the action described under amendment No. 150. 


d 1me ndme nt No. > 2 (p. 932) 


This adds a new provision to section 614, definition of property, 
to allow an aggregation of nonoperating interest with the permission 
of the Secretary or his delegate. The House bill did not allow any 
aggregation of nonoperating interest. These aggregations are per- 
mitted under existing law and this amendment will continue the 
authority of the Secretary to permit the taxpayer to combine royalty 
interests. 
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Amendment No. 153 Pp. 233 


This amendment increases the allowance for exploration expendi- 
tures allowed in section 615 to $100,000 from $75,000. 
Clerical changes are also made. 


) 


Amendment No, 154 (p. 2 33) 
Conforming amendment to table of contents 
Amendment No. 155 p 233 
Conforming amendment to section 631, gain or loss in the case of 


timber or coal 


> 


Amendment No. 156 (p. 233) 

This amendment extends to iron ore royalties from deposits within 
the United States the treatment presently limited to coal. The pro- 
visions in the House bill relating to timber were separated from those 
relating to coal and the provisions relating to timber were amended 
by removing the special rules for the treatment of expenditures in- 
curred in connection with the timber that had been added in the 
House bill. 

In addition, the Senate Finance Committee amendment provides 
that the date of disposal of timber is deemed to be the date the 
timber is cut unless the timber is paid for prior to cutting, in which 
case the taxpaver may elect to treat either date as the date of disposal 
It has been held under present law that the date of disposal is the dat 
the contract is made. This amendment also specifically includes a 
sublessor is an owner of timber 

Technical and clerical amendments were also made relating to 
timber, coal, and iron ore. 

Amendment No. 156a (p. 236 

The House bill provides that an estate or trust is to be allowed the 
dividends received credit only in respect of so much of the dividends 
which it reeeives which are not properly allocable to a beneficiary 
The Senate Finance Committee added a clarifying provision tor 


purposes of determining the time of receipt of dividends, both for the 
dividends received credit under section 34 and the dividends exclusion 
under section 116. Conforming to the action taken in Amendment N 
10. above, reference to the dividends reeeived cred der ection 3 
dele led from the Commitee aime ndment 


Amendment No. 15? P 236 


The House bill contained a2 provision making available to bene- 


ficiaries succeeding to the property of an estate or trust on its termi- 
nation anv unused net operating loss or capital loss carryover and 
any excess deductions (other than certain S] ecified deductions) in 
excess of gross income. The Senate Finance Committee has retained 


this provision but has added certain clarifying amendments which will 


insure that the excess of deductions of gross income are made available 
only for the last taxable vear of the estate or trust 
Amendment No. 158 p. 237 

Technical and clarifying amendment to section 643 relating to 
definitions applicable to certain estate and trust provisions. 
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Amendment No. 159 (p. 237) 
Technical and clarifying amendments to definition of distributable 
net income contained in section 643. 


Amendment No. 160 (p. 238) 


Technical amendment to section 661 relating to additional deduction 
allowed to estates and trusts for distributions to beneficiaries. 


Amendment No. 161 (p. 238) 
Conforming amendment to amendment No. 157. 


Amendment No. 162 (p. 238) 

Section 663 of the House bill provided rules pertaining to sections 
661 and 662 which excluded from the additional deduction allowed a 
trust or estate for distributions under section 661 and from the 
corresponding inclusion of amounts in the income of beneficiaries 
under section 662 certain distributions, such as charitable contri- 
butions, final distributions, and gifts or bequests not to be paid at 
intervals and not paid solely out of income. 

The Senate Finance Committee has substantially revised section 663 
of the House bill. Subsection (a) (1), relating to gifts, bequests, and 
so forth, which are excluded from the application of sections 661 and 
662, has been clarified in order to more clearly define the distributions 
which are to be excluded as gifts or bequests. In general, a gift or be- 
quest of a specific sum of money or specific property which is paid in a 
lump sum or in not more than three installments is excluded unless it 


can only be paid from income. Clarifying changes are also made 
subsections (a) (2) and (a) (3) to in provisions of the House bill. 
Subsection (b) of section 663 is entirely new. It was brought to 


the attention of the Senate Finance Committee that in certain in- 
stances the terms of the trust instrument of existing trusts preclude 
distributions until the close of the taxable year and thus distributions 
are made in reliance on the 65-day rule of existing law. The Senate 
Finance Committee has adopted subsection (b) to prevent undue 
hardships and inequities in this connection with respect to these trusts 
which were in existence prior to January 1, 1954, by giving the 
fiduciary a right to irrevocably elect to apply the 65-day rule. 

Subsection (c) of section 663 is alsonew. Under the theory adopted 
in the bill, as under present law, it is possible that one beneficiary 
may be subjected to tax by reason of trust income which is reserved 
for and only available to another beneficiary. Under this provision 
if it is determined under pertinent regulations prescribed by the 
Secretary that a trust having two or more beneficiaries is to be admin 
istered in well-defined separate and independent shares, such separate 
shares are to be treated as separate trusts for the purpose of deter- 
mining the amount of distributable net income available for allocation 
to the beneficiaries. 

Ame ndment No. 168 (Pp 241) 

The House bill adopted subpart D of the estate and trust provisions 
to close a loophole under existing law. This subpart provides, in 
effect, that distributions by a trust in excess of its distributable net 
income (taxable income with certain modifications) will be “thrown 
back’’ to each of the 5 preceding years in inverse order and will be 
taxed to the beneficiaries to the extent that the distributable net 


| 
| 
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income of those oe was not, in fact, pene To prevent 
double taxation, the beneficiaries receive a cre ait for any taxes pre- 
viously paid by the trust which are attributable to the excess so 
thrown back. However, the beneficiaries are deemed to have received 
their share of the tax paid by the trust on this excess. In effect, the 
beneficiaries, except for the fact that they report the income currently, 
are placed in the same position as if the trust had made the distribu- 
tion at the time it received the income. This throwback provision 
applies only to accumulations of income in taxable years to which this 
part applies. It does not apply to estates or generally to simple trusts. 

Under the House bill distributions exceeding distributable net 
income by less than $2,000, distributions representing accumulations 
during the minority (or before the birth) of the beneficiary, and dis- 
tributions for the maintenance, support, or education of a beneficiary 
were specifically excluded from the application of the 5-year throw- 
back rule. The Senate Finance Committee believes that the excep- 
tion for “maintenance, support, or education of the beneficiary”’ is 
too broad and, in order to prevent employment of this provision, as 
an escape from the application of the rule, has amended this section 
so that the exception will apply only to amounts distributed te meet 
the “emergency needs”’ of a beneficiary. 

In addition, the Finance Committee has inserted two new excep- 
tions. Section 665 (b) (3) excepts from = application of the throw- 
back rule certain distributions required to be made under the terms 
of trusts in existence prior to acer 1, 1954, under which ac- 
cumulated income is required to be distributed at not more than 
4 specified ages separated by at least 4-year intervals. 

Paragraph ( (4) of section 665 (b) excludes amounts distributed to 
a beneficiary as a final distribution of the trust where such distribu- 
tion does not. occur within the first 10 years following the last transfer 
of property to the trust. 

Certain technical and clarifying amendments are also made by this 
amendment. 

Amendment No. 164 (p. 242) 

Technical and clarifying amendment to section 667 relating to 
denial of refund of taxes to trust in computation of distribution deemed 
thrown back. 


> 


Amendment No. 165 (p. 243) 

Technical and clarifying amendments to section 668 relating to 
treatment of amounts deemed distributed in preceding years. 
Amendment No. 166 (p. 243) 

This technical amendment permits credit for taxes previously paid 
by the trust to offset the entire tax imposed on the beneficiaries for the 
year to which a distribution is thrown back, rather than (as under the 
House bill) limiting the credit to the amounts included in income of the 
beneficiaries only because of the throwback. 

Amendment No. 167 (p. 243) 

Existing law contains a statutory provision dealing with trusts in 

whieh the grantor retains a power of revocation. There is also a statu- 


tory provision under existing law dealing with trusts whose income is 
accumulated or used for the benefit of the grantor. In addition, 
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regulations (commonly known as the Clifford regulations) provide a 
series of rules to ce termine when trust income is to be taxed to th 
rantor because of: A reversionary interest within a specified period; 
powers to control the beneficial enjoyment; or certain broad adminis 
trative powers. These regulations are based on the assumption that 
the grantor may be taxed under the general definition of income where 


he retains such elements of control as to be deemed the owner of the 


trust property even through the trust is irrevocable 

In subpart E of the estate and trust provisions, the House bill pro- 
vides statutory rules to determine when a trust’s income is to be taxed 
to the grantor because of the grantor’s substantial dominion and con- 
trol of a trust property or income. These provisions incorporate the 
existing statutory provisions, as well as the substance of the Clifford 
regulations, with certain modifications. For example, under the 
Clifford regulations the grantor will be taxed on trust income if certain 
related or subordinate trustees possess a power to apportion income or 
principal among different beneficiaries. Under the House bill the 
grantor will not be taxed if he can establish that the related or subordi- 
nate trustee is not acting in compliance with the grantor’s wishes; 
however, the grantor must establish by a clear preponderance of the 
evidence that the related or subordinate party is not subservient to 
him. The Senate Finance Committee amendment permits the tax- 
payer to rebut the presumption that the related or subordinate party 
is not subservient by only a preponderance of the evidence instead 
of a “clear” preponderance 

The House bill provides that a person will be deemed to be a non- 
adverse party if he has a substantial beneficial interest in the trust 
which would be adversely affected by his exercising O! nonexercising 
of any power with respect to the trust. The Finance Committee 
added a provision to insure that a person possessing a general power 
of appointment over the trust property will be treated as having a 
“beneficial interest’ in the property in accordance with the economic 
realities of the situation 
Amendment No. 168 Dp. 24 

Technical amendment to section 674 dealing with the power to 
control beneficial enjoyment of trust property 
Amendment No. 169 p g ,) 

Under section 673 the grantor of a trust may be held taxable where 
the beneficial enjoyment of the corpus or income is subject to a power 
of disposition, exercisable by the grantor or a nonadverse party, or 
both. This general provision is subject to a number of exceptions in 
the House bill which correspond generally to the provisions of the 
Clifford regulations. The Senate Finance Committee has added an 
exception, contained in the regulations but not in the House bill, under 
which the grantor will not be subject to tax by reason of a power 
exercisable by a trustee (not including the grantor or spouse living with 
the grantor) which enables the trustee to apportion Income among a 
class of beneficiaries provided that the power is limited by e reasonably 
definite external standard. 

Certain other clarifying and technical changes are made by the 
Senate Finance Committee on this amendment to section 674 of the 


House bill. 
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Amendment No. 170 (p. 246 

Section 675 of the House bill (which corresponds generally to the 
Clifford regulations) provides that the grantor of a trust is taxable on 
the trust income where the administrative control of the trust is 
exercisable a for the benefit of the grantor rather thar for the 
benefit of the beneficiaries. For example, if general —— of ad- 
ministration are exercisable by a person in a nonfiduciary ‘apac ity, 
including the power to vote stock of a corporation in whic h the hold- 
ings of the grantor and the trust are significant from the viewpoint of 
voting control, then the grantor may be held taxable on the trust 
income. The Senate Finance Committee has revised the House pro- 
vision in this respect to eliminate any inference that the only invest- 
ments over which control would be treated as held in a fiduciary 
capacity would be stocks or securities of ¢ orporations 
Amendment No. 171 (p. 247 

Technical ame ndment to section 676 dealing with power to revoke 
a trust exercisable | xy a grantor or nonadverse party. 


yn 


Amendment No. 172 (p. 247) 

Technical and clarifying amendment to section 677 dealing with 
income of trust accumulated or applied for benefit of grantor. — 
Amendment No. 173 (p. 248) 

Technical amendment to section 678 dealing with taxation of 
person other than grantor treated as substantial owner because of 
dominion or control over trust. 


Amendment No. 174 (p. 2406 


Under existing law, an unlimited charitable deduction is denied if 
the accumulated income of the trust for which the deduction is claimed 
is unreasonable in amount or duration in order to carry out the 
charitable purposes of the trust. The Senate Finance Committee has 
excepted from the operation ot this proy ision of ex Sting’ law a testa- 
mentary trust created by the will of a decedent who died before Jan- 
uary 1, 1951 (the effective date of this provision as added by the 
Revenue Act of 1950). In the case of a testamentary trust created 
under the will of a decedent dying on or after January 1, 1951, if the 
income is required to be accumulated pursuant to the mandatory terms 
of the will, then the unreasonable accumulation rule will apply only to 
income accumulated during a taxable year of the trust beginning 
more than 21 vears after the date of death of the last life in being 
designated in the trust instrument. 


Amendment No. 175 (p. 248) 

The House bill provides that the new estate and trust provisions 
are to be applied to taxable years to which the new code applies (tax- 
able years beginning after December 31, 1953, and ending after date 
of enactment). 

The Finance Committee has provided that distributions made by a 
trust or estate to beneficiaries in the first 65 days of a taxable year to 
which the new code applies will be deemed to have been distributed 
on-the last day of the preceding taxable year as though the 1939 
Code remained in effect as to such distributions. 
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Amendment No. 176 (p. 249 

This is a replacement for section 72 (j) of the House bill which in 
turn was a part of a new treatment for joint and survivor annuities 
most of which was retained in this bill. The House bill provided that 
in the case of primary annuitants dying after 1953 the present law 
system of a new start for the survivor in a joint and survivor annuity 
would be discontinued. Instead an additional deduction was allowed 
to the survivor based upon the estate tax attributable to a part of 
the estate tax value of the annuity. This amendment differs in 
substance from the corresponding provision in the House bill only 
in the manner of computing the part of the estate tax value. Under 
the House bill the part would have corresponded to the relative cost 
of the survivor feature. Under the amendment the part corresponds 
to that amount which the survivor expects to receive which is, in 
fact, interest earned during the lifetime of the primary annuitant. 
Amendment No. 177 (p. 251) 

For the most part the Finance Committee has retained the House- 
adopted provisions relating to partners and partnerships. However, 
the committee made a number of substantive changés and a still 
larger number of relatively minor technical changes. For these 
reasons the amendments incorporate a new subchapter K for partners 
and partnerships. The chief differences between the House provisions 
relating to partners and partnerships and those in the Senate amend- 
ments are described below. 

(a) Aggregate rule for contributed property (sec. 704).—As an alternate 
to the so-called entity rule provided in the House bill for determin ing 
the basis of property contributed to a partnership, the Finance Com- 
mittee’s bill provides that, if the partnership agreement so provides, 
the basis of contributed property may in effect be divided among the 
partners in a way which attributes precontribution appreciation or de- 
preciation in value to the contributor of the property. This special 
basis can be used for purposes of computing depreciation, depletion and 
gain or loss upon sale of the contributed property. Thus, for example, 
in an equal partnership where the one partner enititaans d cash of $100 
to a partnership and the other contributed property with a basis of $40 
but a current value of $100, the partners could agree that the partner 
contributing the cash could have all of the $40 basis for allocating 
depreciation and for allocating the gain or loss if the property is sold. 
A special rule is alse provided in the case of joint tenancies and other 
undivided interests. 

(b) Alternative method of determining basis of partner’s interest (sec. 
705).—The Finance Committee provided that in lieu of the relatively 
detailed adjustments outlined in the House bill (and also in the Finance 
Committee’s bill) for determining the basis of a partner’s interest, 
this basis, to the extent permitted by regulations, may be determined 
by a reference to the partner’s proportienate share of the adjusted 
basis of partnership property. 

(ec) Changing or adopting new taxable years (sec. 706).—The House 
bill compels partners and partnerships to adopt calendar years unless 
permitted to do otherwise by the Secretary or his delegate. In lieu 
of this provision, the Finance Committee provided that partners and 
partnerships may change to or adopt any year they see fit, so long 
as both the principal partners and the partnership change to or adopt 
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the same year. Moreover, different taxable years may be adopted 
by the partnership and its principal partners if a business jg Sg is 
established to the satisfaction of the Secrets ary or his delegate for the 
different years. 

(d) Transactions between — rs and parinersh ips (see. 707).—Under 
the Finance Committee’s bill, capital gains in transactions between 
partners and partnerships will be recognized unless the partner in- 
volved has an interest of 80 percent or more in the partnership, in 
which case the gain will be an ordinary gain. In the case of losses the 
deduction for a loss in the case of a transaction between a partner and 
a partnership, the deduction for the loss will be denied only in the 
case of a partner having an interest of 50 percent or more in the 
partnership. The House bill had a 50-percent rule in both gain and 
loss cases, and where such an interest was exceeded, treated the trans- 
action as either a contribution or a distribution of property. The 
rule adopted by the Finance Committee provides the same rule which 
is already available in the case of transactions between controlled 
corporations and their shareholders. 

(e) Distributions (sees. 731-735).—In the place of the House rules for 
distributions, the Finance Committee has provided that in the case of 
liquidating distributions the distributee will generally substitute for 
the partnership basis of property distributed the basis he held for his 
interest in the partnership. The basis to the distributee of inventory 
items and unrealized receivables, however, is to be limited to the basis 
they had in the partnership. To the extent the basis of the distributee 
for his interest in the partne rship differs from the ‘pele sign basis 
for the distributed property the partnership may (if it has generally 
elected to make such adjustme te) make saieetesat to the basis of 
the property remaining in the partnership to account for this difference 

The carryover basis provided by the House bill is continued by the 
Finance Committee in the case of nonliquidating distributions. How- 
ever, instead of realizing gain as is provided under the House bill where 
this basis for the property distributed exceeds the partne's basis for 
his interest, the Finance Committee’s bill provides that ihe basis of 
the property distributed is to be limited to the partner's basis for his 
interest. 

In general, these new distribution rules differ from the House rules 
primarily in that they narrow the area in which gain or loss is reeog- 
nized upon a distribution. 

(f) Transfers of an interest in a pa tnership secs. 741-—743).—In 
general, the Finane e Committee adopte “l the House provisions relat- 
ing to transfers. However, if the partnership elects to adjust the 
basis of partnership properties with respect to transfers, the adjust- 
ment under the Finance Committee’s bill as distinct from the House 
bill, to the extent it represents appreciation or depreciation in the 
value of assets after their contribution to the partnership, is to be 
available only to the transferee partner. 

(g) Payme nts to a retiring partner or successor of a deceased partner 
(sec. 736).—The Finance Committee abandoned the 5-year rule pro- 
vided in the House bill for providing different treatment with respect 
to payments to a withdrawing partner depending on the period over 
which the payments are made. To the extent that payments to a 
retiring partner or deceased partner’s successor in interest are not in 
exchange for a capital interest, under the Finance Committee’s bill 
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they are treated as deductions to the remaining partners and as 
income to the withdrawing partner or his successor, irrespective of 
over how long a period they may be paid. Under the House bill, to 
the extent these payments were made more than 5 years after the 
retirement of the partner, they were treated as a gift by the remaining 
partners to the withdrawing partner 


h) Collansible partnersh ips and other Provisions common to distribu- 


tions and transfers (sees. 751-755).—In general, the Finance Com- 
mittee followed the House rules with respect to collapsible partner- 
ships, although a number of relatively minor technical changes were 
made in this area 

i) Effective dates (see. 771 The Finance Committee made the 
new partnership provisions generally applicable for partnership years 
beginning after December 31, 1954, instead of December 31, 1953, as 
provided by the House bill. However, several loophole-closing pro- 
visions are made effective as of March 9, 1954, the date the bill was 
introduced in the House. The March 9 effective date applies under 
the Finance Committee action in the case of 

1) the adoption of a new taxable year by a partner or partner- 
ship; 
2) the holding period for receivables or inventory items 
distributed to a partner; and 

3) the collapsible partnership provision 

A Senate floor amendment (hy Senator Martin) lo the Finanee C'om- 
millee action chang 1 the eth clive date for the adoption of a new taxable 
Jeal by a parime? Oo? party rsh ip ) April r. 195 h. 

Another Senate fl 07 amend me f contorms section 702. de aling unth 
the income and credits of partners. with the Senate action in amendment 
Vo. 10, striking out the 5 and 10 percent tax credit for dividends received 


h individuals 


y 
Amendment No. 178 Dp. £0 
Amendment No. 179 » ZS6). and 
Amendment No. 180 (n. 287 

In section 803, relating to other definitions and rules in connection 
with the taxation of life-insurance companies, the House bill refers to 
items of income received or accrued or items of deductions paid or 


rr’ ‘ 1 1 se 
accrued. The Finance Committee wherever the expression ‘01 
accrued” occurs deletes this phrase 
Amendment No. 181 (p. 287), and 


Amendn nt Vo. 1d2 Dp 


Linder present law regulated investment companies renerally must 
have one-half of their investments represe nted by cash items, Govern- 
ment securities, securities of other regulated investment companies, 
and other securities which with respect to any one company 

a) do not represent more than 5 percent of the value of the 
assets of the investment company, and 
6b) do not represent more than 10 percent of the voting securi- 


ties of the company issuing the securities. In addition, not more 


than 25 percent of the value of the regulated investment com- 
pany’s total assets may be invested in securities of one company 
or two or more companies under the control of the regulated 
investment company and engaged in a similar trade or business. 
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An exception to the 10-percent rule described previously is made in 
the case of investment companies principally engaged in financing 
so-called development companies. Development companies are com- 
panies principally engaged in the development or exploitation of inven- 
tions, technological improvements, new processes, or products not 
previously generally available. A company principally engaged in 
investing in one or more of these development companies may hold 
more than 10 percent of the voting securities of the development 
company, but under present law and the House bill still is not per- 
mitted to invest more than 5 percent of the value of its assets in any 
one such company. 

The Finance Committee made the 5-percent limitation, just de- 
scribed, inapplicable in the case of investments in a development 
company. In lieu of this limitation, it provided that the invest- 
ments in such a company are to be limited to 5 percent of the invest- 
ment company’s assets at the time the investment was made, and 
only at such time. 


Amendment No. 183 (p SS) 


This is a minor technical amendment to section 852 relating to the 
taxation of regulated investment companies and their shareholders 
Amendment No. 184 (p. 289) 

This is a conforming amendment to section 853 relating to the 
foreign tax credit allowed shareholders of regulated investment 
companies. 

Amendment No. 185 (p. 289) 

This technical amendment makes it clear that the foreign-tax credit, 
which is allowed to shareholders of regulated investment companies 
under the House bill in certain cases, is to be available only if the regu- 
lated investment company has supplied the shareholder with the 
necessary written information with respect to the foreign taxes paid 
within 30 days after the close of the taxable year. 


Amendment Nos. 185a and 186 (p. 289) 


The Finance Committee amended section 854 of the House bill 
relating to limitations applicable to dividends received by corporate or 
individual shareholders of regulated investment companies. Under 
the House and the Finance Committee’s bill, if more than 25 percent 
of the income of the regulated investment company is from interest 
or other nondividend income, the dividends-received deduction for 
corporations and the dividend exclusion and credit for individuals is 
to be available only with respect to the portion of the regulated invest- 
ment company’s distribution which actually represent dividend income. 

For purposes of applying this 25-percent limitation the Finance 
Committee’s amendments provided that the dividends received were 
to include only dividends received from domestic corporations. More- 
over, they were not to include any dividends which, if received by an 
individual, would be ineligible under the general dividends-received 
rules for a credit or exclusion. One of the principal effects of this ts 
to exclude from dividends received, for purposes of applying this 
25-percent limitation, dividends paid by foreign corporations since 
such amounts if received by the shareholders directly would not be 
eligible for the dividends-received deduction credit, or exclusion. 
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The Finance Committee’s amendment also prov ided that the invest- 
ment company must notify the stockholders within 30 days after the 
end of the year as to any distribution which is eligible for the dividends- 
received deduction, credit, or exclusion in order for the stockholders 
to receive the benefits of such treatment. 

A senate floor amendment conform ng to amendment No. 10 deletes 
from sect L Sh4 all re fe rences to the divide nds-re Ce ived credit for indi- 


Amendment No. 187 (p. 290) 

This is a conforming change in table of parts to subchapter N relat- 
ing to tax based on income from sources within or without the United 
States 
Amendment No. 188 (p. 290 

This technical amendment which relates to section 871, dealing 
with the tax on nonresident aliens, amends a House change providing 
that the tax base of nonresident alien individuals not engaged in trade 
or business 1n the l nited States is to be enlarged to include any 
amounts which are considered to be gains from the sale or exchange 
Ol capital assets The Finance Committee has restricted this House 
change to gains derived from lump-sum distributions under qualified 
pension trusts where the distribution is made in 1 year on account 
of separation from service; gains from the disposal of timber, coal, 
or iron ore if such amounts would be considered as gains from the 
sale or exchange of capital assets; and gains from the transfer of an 
interest in a patent which under the Finance Committee’s bill ts 
considered to be gains from the sale or exchange of a capital asset. 


Amendment No. 189 p. £91) 

This technical amendment relates to section 874 which allows de- 
ductions and credits in the case of nonresident alien individuals only 
if they file returns. The Finance Committee revised this section to 
make it clear that it is not to be construed as denying the credits for 
tax withheld at source provided by section 31 (relating to tax with- 
held at the source on wages) and section 32 (relating to tax withheld 
at source on nonresident aliens and tax-free covenant bonds). 


Amendment No. 190 \p. 291) 


This is a technical provision which relates to section 881, the tax 
on foreign corporations not engaged in trade or business in the United 
States. The House bill enlarged the tax base of such corporations to 
include any amounts which are considered to be gains from the sale 
or exchange of capital assets. The Finance Committee restricted the 
scope of this change to gains derived from the disposal of timber, 
coal, and iron ore, which are considered to be gains from the sale or 
exchange of capital assets. 

Amendment No. 191 \p. 291) 

This is a clerical amendment to subsection (c) of section 882, relat- 
ing to the tax on resident foreign corporations. 
Amendment No. 192 (p. 092) 

This is a conforming change to the table of subparts to part IIT, 
relating to income from sources without the United States. 
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Amendment No. 193 (p. 292) 


This is a conforming amendment to the table of sections to the 
subpart dealing with the foreign tax credit. 


Amendment No. 194 (p. 292 

This amendment makes conforming changes in section 901. (a 
dealing with taxes of foreign countries and possessions of the United 
States for which a credit is allowed 
Amendment No. 195 (p. 292 

lhis amendment, relating to allowance of credit for taxes paid to 
foreign countries and United States possessions, restores existing law. 
lhe House bill would have permitted a taxpayer to credit a “principal 
tax paid or accrued to the national government of a foreign country 
or of a United States possession. See amendment No. 200, striking 
out the so-called principal tax provision of the House bill, and insert- 
ing as a substitute the provision in existing law allowing a credit for 
taxes paid in lieu of income, etc., taxes 
Amendment No. 196 p. de 
Amendment No. 197 p. POS : and 
Amendment No. 19 (p. 293 ) 

These see aed relating to credit of domestic corporation stock- 
holder for taxes of foreign corporations paid to foreign countries or 
United States possessions, conform with the Finance Committee's 


action in amendment No. 200, striking out the principal tax provision 
of the House bill, and restoring present law 
Amendment No. 199 (p. 298 

This is a technical amendment revising subsection (d) of section 902 
of the House bill, relating to special rules for certain wholly owned 
foreign corporations in the case of the credit for corporate stockholders 
in foreign corpors itions. Under the House bill, in limited cireum- 
stances, the receipt of property in the form of a royalty from a wholly 
owned foreign subsidiary is treated as a dividend distribution for pur- 
poses of the foreign tax credit. The Finance Committee’s amendment 
revises the House bill by oe that the excess of the fair market 

value of property received | vy a domestic corporation from a wholly 
owned foreign subsidiary over the cost of the property and services 
furnished by the domestic corporation is to be treated as a distribution 
by the foreign corporation to the domestic corporation. This differs 
from the House bill in that the excess of the fair market value of 
the property received over the cost to the domestic corporation is 
to be considered as a distribution; whereas, under the House bill, 
the portion of the property which was not attributable to services 

property furnished Dy, the domestic corporation Was to be con- 

sidered as a distribution by the foreign corporation and the amount 
of the distribution was generally to be determined by reference to 
the adjusted basis in the hands of the foreign subsidiary of the prop- 
erty distributed. 
Amendment No. 200 (p. 294) 

Existing law provides for a credit against United States taxes for 
foreign income taxes which are defined so as to include so-called “in 
lieu of” income taxes. The House bill substituted for these “in lieu 
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of” taxes a credit against United States taxes for “principal” taxes. 
Under the “principal tax’’ concept, the taxpayer may claim a credit 
either for the traditional income or profits and excess profits taxes or 
for a “principal” tax levied by a national government. The oo 
cipal”’ tax under the House bill is defined as the tax imposed by a 
foreign national government on the taxpayer’s trade or business, hie h 
constitutes a principal source of tax revenue from that business to the 
foreign country. However, sales, turnover, property, or excise taxes 
are excluded if they are generally imposed. The Finance Committee’s 
amendment deletes this “principal” tax concept and restores the tax 
credit for ‘in leu’ income taxes as provided by present law. 


Ame nan ent No Ft) 1 p BOS 


These are technical amendments to section 904, relating to the 
limitation on the foreign tax credit. 
Amendment No. 202 P 295 

‘| his amendment conforms with the change made | »V the Finance 
Committee in No. 200 in deleting the concept of s ipal tax and 
substituting the present law provision relating to “in lieu’? income, 
c., taxes 


f 
( 


Amendment No. 208 (p. 295 
This is a clerical amendment made to section 905 (c), adjustments 


on payment of accrued taxes. 


Amendment No. 204 (p. 295), and 
Amendment No. 206 (p. 295 

These amendments make changes in the headings and table of sec- 
tions to subpart C to conform with the Finance Committee’s action in 
amendment No. 207 deleting the 14-point tax differential for certain 
business income from foreign sources 
Amendment No. 206 p. 295 

The House bill provided that a corporation was not disqualified 
for the 14-point tax differential provided by present law in the case 
of Western Hemisphere trade corporations merely because of incidental 
purchases outside of the Western Hemisphere. 

The Finance Committee amended this section to provide that for any 
taxable year beginning prior to January 1, 1954, the determination of 
whether or not a corporation qualifies as a Western Hemisphere trade 
corporation is to be made as if the change made by the House bill with 
respect to incidental purchases outside of the Western Hemisphere 
had not been made, and without inference from the fact that this 
provision is not expressly made applicable with respect to taxable 
years beginning prior to January 1, 1954. 

Amendment No. 207 (p. 295 

The House bill provided a new credit against tax to the extent of 
14 percent for certain income received from foreign sources. In 
general income from dividends, interest, or from branch operations 
could qualify for this treatment if most of the earnings of the business 
involved were derived from outside of the United States and from 
the conduct of a trade or business. Special limitations had the effect 
of ruling out most income from wholesaling and income (if over 25 
percent of the total) from products manufactured abroad but in- 
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tended for sale in the United States. The special tax benefit was 
also available in certain other cases, such as income received from 
technical engineering, scientific, and like services. 

The Finance Committee’s amendment deletes this section 
Amendment No. 20S (p. POE ) 


This is a:conforming amendment to the table of sections in subpart 
E, dealing with China Trade Act corporations 
Amendment No. 209 (p. 296) and 
Amendment No. 210 (p. 296 

Present law in general provides that China Trade Act corporations 
are to receive a credit against net income (deduction against taxable 
income under the bill) for the ratio of their stock which is held by 
persons who are citizens or residents of the United States and citizens 
or residents of China. This credit (or deduction) is available only 
to the extent the income of such corporations is distributed to these 
stockholders. Under the House bill these corporations are denied 
this deduction with respect to stock held or dividends paid to citizens 
or residents of China unless they are residents of Formosa. 

The Finance Committee’s armendment provides that, in addition, 
this deduction is to be available with respect to stock held by, and 
dividends paid to, residents of Hong Kong. 

Amendment No. 211 (p. 296) 

In addition to the deduction available to China Trade Act corpora- 
tions, explained in connection with the prior two amendments, 
present law provides an exclusion for dividends received from China 
Trade Act corporations by residents of China. The House bill limited 
this exclusion for dividends received by the stockholders of such cor- 
porations to residents of Formosa. In conformance with the Financ: 
Committee’s action in the case of the deduction for the corporations 
it has extended this exclusion at the individual shareholder level to 
residents of Hong Kong 
Amendment No. 212 (p 296 

Under existing law, profits of a foreign branch of a domestic cor- 
poration are taxed currently. The House bill prevides a procedure 
whereby domestic corporations may elect to defer tax on income of 
certain foreign branches in a manner similar to the way in which tax 
on income of foreign subsidiaries is deferred, that is, foreign income 
would be subject to United States tax only when it is brought home 
Branches qualifying under this provision under the House bill also 
were eligible for the 14-point tax differential provided by the House 
bill. 

The Finance Committee’s amendment deletes sections 951 to 958 
of the House bill dealing with the deferral of tax in the case of foreign 
branches of domestic corporations. 

Amendment No. 213 (p. 296 

This is a technical amendment to section 1001, determination of 
amount of and recognition of gain or loss. 
Amendment No. 214 (p. 297) 


This is a technical amendment to section 1001, determination of 
amount of and recognition of gain or loss. 
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Amendment No. 215 p 297? 
This is a technical amendment to section 1002, recognition of gain 
or loss 


Amendment No. 216 (p. 29% 

This is a technical and conforming change in section 1012, basis of 
property 
Amendment No. 217 p 297 

This is a conforming change to section 1014, basis of property 
acquired from a decedent. For substantive change see amendment 
No. 218 
Amendment No. 218 (pn. 298 

The House bill established rules for granting a new basis at death 
for all property received from a decedent. This amendment proy ides 
that the basis at date of death of the property covered for the first time 
by this new provision is to be its value at date of death (or alternate 
valuation date where applicable) less the deductions for depreciation, 
amortization, and depletion taken by the taxpayer on such property 
prior to the date of death. 

Clerical changes are also made. 
Ame nil rre nit No 219 Pp 299 

This is a conforming amendment to section 1014, basis of property 
acquired from a decedent. 
Ame ndment No. 220 (p 299) 

These are conforming changes in section 1016, adjustments to basis. 
Amendment No. 220a p. 500 

This is a floor amendment conforming to No. 62 
1016 relating to adjustments to basis to provide that proper adjustment 
lo the basis of the prope rly IS io be made for amounts allows d as de ductions 


a. [It amends section 


under section 176, relating lo farm grain SLOrage expe nditures 
Amendment No. 221 (p. 800 

This clerical amendment adds a new cross reference to section LOL6, 
adjustments to basis 
Amendment No. 222 (p. 300 

This is a clerical amendment to section 1917, discharge of in- 
debtedness. 
Amendment No. 223 p. 300 

This is a clerical amendment to section 1022, cross references. 
Amendment No. 22/ (p. 300 

This is a conforming amendment to table of contents. 
Amendme nt No. DIA (p. S00) 

This is a conforming amendment to section 1031, exchange of 
property held for productive use or investment. 
Amendment No. 226 \p 301) 

This is a conforming amendment to section 1032, exchange of stock 
for property. 
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Amendment No. 227 (pn. 801) 


The Finance Committee action with respect to this amendment 
provides that the sale or other disposition of property lying within an 
irrigation project will be deemed an involuntary conversion if the 
sale is made in order to conform to the acreage limitation provisions 
of Federal reclamation laws. 


The floor action with i'¢ Spe ct to th iS Line ndme ni 0 ed by Ne nate ) 
Mundt) adds a new subsection é fo section 105 ,. re effect ot this x lo 
extend the be nefits of the involuntary conversion provision of present law 
fy Cover CASES whe re live ste ck is le stroyed by ad INEase , OI sold Or ¢ rchange ad 
be cause of disease ; Th Ws ga Ns on amounts rece ed foi such Line stock 


will not be taxed if these amounts are reinvested in livestock w thin 1 yea) 
ol such longer pe riod as iS allowed by the Secreta) Yeo his de I ate 
Ins ‘Head the basis oF the old pro} erly 1S carried over to the new 

Clerical changes are also made 
Amendment No. 228 p bO02) 


This Finance Committee amendment strikes out section 1035 of the 


House bill, foreclosures on property held as Security The House bill 
contains a special provision dealing with mortgage foreclosures and 
related transactions. The approach under the House bill provided 


that in the ease of foreclosures no gain or loss would be recognized 
until the creditor disposed of the property. Under this treatment, the 
foreclosed property would take the amount of the debt as its tax basis, 
and the gain or loss on its ultimate disposition by the creditor would 
be capital or ordinary, depending on the previous character of the 
mortgage or other evidence of indebtedness in the hands of the 
creditor. 


Amendment No. 229 p. 302 


This conforming amendment (required by No. 2. limits section 
1036 of the House bill, relating to certain exchanges of insurance 
policies, to allow tax-free exchange of an endow ment policy for anothe! 
endowment policy only if the new policy provides for regular pay- 


ments beginning at a date not later than the date payments would 


have begun under the contract exchanged 

Clerical changes are also made. 

Amendment No. 230 (p 303 

This is a technical amendment to retain rule ot existing law which 
was contained in subchapter C of House bill. 
Amendment No. 23 p. d08 

This is a conforming amendment to section 1051, property acquired 
during affiliation. 


Amendment No. 282 | 


p. 503 
This is a technical amendment to section 1052, oo to basis 
established by the Revenue Act of 1932 or 1934 or by the Internal 


Revenue Code of 1939. 
Amendment No. 232a (p. 304 
This amendment to section 1081 extends the rule in present law which 


provides for nonrecognition of gain or loss on exchanges or distributions 
mn obedience with orders of the SEC. Under the amendment, in the case 
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ot distributions of rights lo acquire stock in accordance with an arrange- 
ment forming a ground for an order of the SEC. if the corporation rs not 
ere mopt from the Public Utility Hol ling ( om pany Act of 1935. no gai or 
loss will be ree qi ized This amendment. offered by Senator Ferguson, 
applic SN only to dist? ibutions comple ted be fore Jan “wary rs 1958 
Amendment No Z ; Ah Pp ROS 

/] sa conforma gq ame) dment to section 1081 (5) necessitated by 


amendment 2ZoZa, described abou 


Amendment No A553 p S06 

This technical amendment applies to capital gains received by a 
corporation in a taxable year beginning before April 1, 1954 Under 
this amendment a rate of 25 percent is to apply in the case of years 
beginning after March 31, 1954. This is the same as is provided by 
present law Under the House bill, in the case of a year beginning 
before April 1, 1954, and ending after March 31, 1954, the tax would be 
prorated between the 25- and 26-percent rates, based upon the por- 
tion of the taxable vear falling after March 31 and the portion before 
April 1. 

Amendment No 254 p S06 

This is a technical amendment relating to the treatment of capital 
gains and losses in the case of certain trust beneficiaries. 
Ame ndment No 2 a) (p S06 

This is a clerical amendment relating to the treatment of capital 
gains and losses in the case of certain trust beneficiaries. 
Ame ndment Vo 230 p S06 

This is a technical clarifying amendment. 

Ame) line nt Vi 2 37 Pp 307 

Under present law certain short-term Government obligations sold 
without interest coupons are not considered as capital assets. The 
House bill provided that these assets were to be considered capital 
assets, but the difference between the issue price and redemption 
value was to be taxed as ordinary income at the time of redemption 
The two rules reach substantially the same result in most instances 
The Finance Committee las adopted the rule of present law. The 
Finance Committee also made a change conforming witb its action in 
amendment No, 228 
Amendment No, 288 (p. 80? 

This is a technical amendment to section 1223, relating to the hold- 
ing period of property, which 1s made necessary by an omission in the 
House bill 
Amendment No. 239 (p. 30? 

This amendment conforms to the amended provisions in subchap- 
ter C (No, 82) relatiog to certain distributions. 

This provision in conformance with No. 82 allows the holding 
period of stock received in certain tax-free distributions, for example 
an ordinary stock dividend, to include the holding period of the basic 
stock with respect to whiche it was received. The amendment to the 
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House bill in this regard provides that this rule will apply in the case 
of stock received in a spinoff even if the spinoff itself occurred before 
1954. This method of computing the holding period does not apply 
to spinoffs under present law. 


Amendment No. PAL (p. 808 


This is a conforming amendment to a cross reference 


Amendment No. 242 p. 308 
rr : 4 
hese are conforming amendments in a table of contents 


Amendment No. 243 p. 3OS 


This amendment conforms to the capital gain treatment allowed in 
amendment No 156 to iron ore rovalties. 
Amendment No. BAA (p. 309 

Section 1232 of the House bill provides a new rule for treating as 
ordinary income a portion of gain realized on bonds and other evi- 
dences of indebtedness issued at a discount The Finance Committee 
accepted the major part of the House provision with a few chan 
This amendment removes from the operation of the rule, and from 
its necessary calculations, certain cases in which the ordinary income 
part of the gain is likely to be nonexistent or very small. These 
cases include any buyer who acquires one of these original discount 
bonds at a premium, and any bond issued at certain very small 
discounts. 

The amendment also clarifies the operation of the discount rule in 
connection with a particular type of security known as a face-amount 
certificate. 

In addition there are clerical changes. 

Amendment No. 245 (p. 310 

This is an addition to the House bill. It applies the substance of 
the rule developed in the House bill for dealing with bonds originally 
issued at a discount, to cases where there is a sale of a long-term bond 
from which there has been detached coupons for a number of years 
The coupons are sold se parate ‘hy and the bond is sold at a reduced 
price. As the period covered by the detached coupons runs out the 
bond returns to full value. The consequent gain may be treated as 
capital gain at the present time but is treated as ordinary income 
under the Finance Committee amendment. 


Amendment No. 246 (p. 311) 


This amendment completely rewrites the provision in the House bill 
dealing with patents. Under the House bill an inventor could sell 
his interest in a patent under an arrangement whereby his price 
would be contingent on the profitability or productivity of the patent 
in the hands of the buyer provided that he received his full payment 
within 5 years of the date of sale. 

The Finance Committee made three important changes in the House 
bill. First, the 5-vear limitation is eliminated with the effect that all 
income from an exclusive license to all the substantial rights under a 
patent will be a capital gain. Second, the requirement of a 6-month 
holding period is dropped. Third, as under the House bill, the profes- 
sional inventor is accorded the same treatment as the amateur inventor 
but the amendment extends this favorable treatment to any individual 
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who purchases an interest in the invention before the time it is actually 
“reduced to practice.” The employer of the inventor and an indi- 
vidual closely related to the inventor, however, are ruled out of this 
group which can obtain the favorable treatment 


Amendment No. 247 (p. 312 

This Finance Committee amendment strikes the section of the House 
bill whieh provides circumstances under which a dealer in real estate 
could obtain long-term capital gains on certain real property held i 
a specially designated investment account 
Amendment No. 248 p. 312 

Section 1238 of the House bill (see. 1237 of Senate bill) provided 
circumstances under which an individual who held real property for in- 
vestment would be enabled to subdivide the property to dispose of it 
and not there ‘by be held to be a dealer in real prope roy and taxable at 
ordinary income rates on the entire gain. The Finance Committee has 
accepted most of this provision. However, it has clarified the 
restriction in the House bill which provides that the taxpayer must 
not have made substantial improvement on the property he sub- 
divides and sells. The amendments specify that to disqualify a 
property the improvement must substantially enhance the value of 
the particular lot sold and they specilically exclude from considera- 
tion certain improvements made by certain related persons, a gov- 
ernment or by a lessor (note change made on Senate floor in No. 248a) 

\ clerical amendment is also made. 


Amendment 248a p. 313) 

This amendme nt, offered by Senator Cooper, addsa new paragraph to 
subsection b of section 1237. dealing with real prope rty subdivided for 
sale by other than real-estate dealers. It provide Ss an exrce ption to the 
rule in the bill that only property on which the tax rpaye) makes no sub- 
srantial improvement is within the scope of the section. Under the amend- 
ment the tar paye? can install water or sewer facilities or roads if the lot 
0 _ would not have been marketable at the prevailing local price for 
rmilar builds ng Si tes without the improvement and if the tar payer makes 
no alan nt to the basis of the property for the impr wements. 


Amendment No. 249 (p. 314 

This is a conforming amendment required by No. 247. 
Amendment No. 250 p. Siz 

This is a conforming amendment required by No. 247 
Amendmei ij No 25 1 vi 314 


This Finance Commitiee amendment strikes from the bill those 
provisions added by the House thai would have atiempted to setile 
some conflicting court decisions dealing with ihe transfer of property 


in exchange for a private annuity 
Amendment Vo. 252 p. Si 

This amendment by ihe Finance Commiiiee has the effect of 
resioring the present law provision which allows capital-gains treat- 
ment on distribuiions on the termination of ceriain employment 
contracis. It is provided that this provision will only apply, however, 
io coniracis entered inio before the daie of enactment of this provision. 
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Amendment No. 253 (p. 315) 


The Finance Commitiee added a new section with respect to the 
treatment, as capital cvains, of ihe fain on the cancellation of certain 
coniracis. The items covered are (1) the receipt by a lessee of a 
payment for the cancellation of a lease, and (2) the receipt by a dis 
tributor of goods of a payment for the cancellation of his disiributor’s 
agreement, but the laiter is only covered if he has a subsiantial 
caplial invesiment in the distribuiorship 


Amendment No. 258a (p. 315) 


This amendment. offered by Ne nator Be nnett. (Lire nds subsection C) 
of section 1301. Section 1501 provide S that where an ndividual rece ie S 
in a single year SO percent of the compensation for a particular job in 
which he. or a partnership of wh ich he isa member DAS engaged fo? 
more than 36 months, he may for purposes of computing his tar spread 
this com pe nsation Ovel the period on which he. or the partnership, WIS 
employed on the job. The House hill m subsection ( provided that iv 


the case of a partne rsh ip an individual must have hee nea ome mber of the 
partnership for at least 36 months before he is entitled to spread back 
any com pe nsation. A lore over, Ever in & uch CASES he may spread hack 


the com pe nsation only over the period im which he was a member of the 
partnership if this is shorter than the period in which compensation is 
earned. The amendment of Senator Bennett is concerned with cases 
where an individual pr ior to becoming a partner was an en ployee of the 
partnership and as an employee worked on a job for which he is com- 
pe nsated afte r becom ing a partne? To accomplish this, the amendment. 
for purposes of this averaging provision, deems an individual to have 
been a member of the partnership for any period i? mediately prior to 
becoming a partner in which he was an em ployee f dur ne the current 
year he receives compensation attributable to a job which he worked 
as an em ployee : 


Amendment No. 254 (p. 316 

Under existing law certain income attributable to several vears 
may be treated as though received ratably over the period in which 
the work is performed (with certain limitations). For example, 
amounts received from an invention as artistic work created by the 
taxpayer may be spread back ratably over the period in which the 
work is performed (but not more than 36 months) if—(1) the amount 
received constitutes ordinary income and is at least 80 percent of the 
gross income from the invention or artistic work for the taxable year, 
all prior taxable years, and the 12 months succeeding the taxable 
vear, and (2) the work on the invention or artistic work covered a 
period of 36 months or more from beginning to completion. 

In the case of an invention, the House bill extended the maximum 
period over which income could be spread back from 36 to 60 months 

The Finance Commitiee has reduced from 36 to 24 months the 
minimum period of work on an invention or artistic work for pur- 
poses of qualifying for the benefits of this section. This amendment 
should make the averaging benefits more readily available to authors, 
musicians, etc., who spend more than 2 but less than 3 vears in work 
on their literary, musical, or artistic compositions 

A clerical amendment was also made to this section. 
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Amendment No P54 \p. 516) 

Amendment to section 1313 (relating to mitigation of effect of 
statute of limitations) to conform to changes made in consolidated 
returns provisions in No. 263 
Amendment No. 256 p. 516 


These are technical and clarifying amendments to section 1314, 
relating to amount and method of adjustment in mitigating effect of 
statute of limitations 


Amendment No. 257 p. 316 


This is a technical and clarifying amendment (manner of determin- 
ing interest in certain cases) to section 1314, relating to amount and 
method of adjustment in mitigating effect of statute of limitations 
Amendment Vo. IAS Pp. 317 

Under present law, if a taxpayer is obliged to repay amounts which 
he had received in a prior year and included in income because it 
appeared that he had an unrestricted right to such amounts, he may 
take a deduction in the year of restitution. The House bill provides 
that where the my restored exceeds $3,000, the taxpayer will pay 
the lesser of: (1) The tax for the taxable year, or (2) the tax for the 
taxable year Mes the re but reduced by the decrease in the 
tax for the prior taxable vear in which the income was erroneously 
included (the tax for such year being computed without regard to 
the erroneous inclusion). The House provision is inapplic ‘able, how- 
ever, to refunds, allowances, etc., pertaining to sales of inventory or 
stock in trade. 

The Finance Committee provided that the exception for refunds 
arising from inventory sales will not apply to refunds made by a regu- 
lated public utility where such refunds are required by the regulatory 

wency 


Ame ndme nt Vo P59 p. St7 


The Finance Committee amended the House bill to add a new sub- 
chapter R, providing an election for certain corporations, partnerships, 
and proprietorships as to taxable status. Section 1351 gives certain 
corporations the option to be taxed as partnerships and section 1361 
allows certain proprietorships and partnerships to be taxed as cor- 
porations 

The provision permitting corporations to be taxed as partnerships 
applies only in the case of corporations organized after December 31, 
1953. This election is limited to corporations with 10 or fewer stock- 
holders, all of whom are actively engaged in the business and the con- 
sent of cach shareholder is required for the use of this election. More- 
over, once such an election is made, the corporation cannot disavow 
the election unless there is a change in ownership of more than 20 
percent. In addition, this election is not available if the corporation 
has more than one class of stock outstanding. Employees of the 
corporation who are shareholders are not permitted to participate in 
tax-exempt employee pension or profit-sharing plans. 

In order for a proprietorship or partnership to qualify for corporate 
tax treatment it must have 50 or less members and elect such treat- 
ment. This privilege is limited to those businesses where capital is a 
material income-producing factor or where 50 percent or more of the 
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gross income consists of gains, profits, or income derived from trading 
as a principal or from certain types of brokerage commissions. The 
effect of this latter limitation is to deny the corporate treatment in the 
case of proprietorships or partnerships engaged in such professional 
services as law, accounting, medicine, and engineering. Even though 
the proprietorship or partnership elects to be taxed like a corporation, 
its investment-type income, such as dividends, interest, and certain 
rents and royalties, which is classified elsewhere in the code as personal 
holding company income, will still be taxed to the proprietor or 
partners in their own individual capacities and not es a part of the 
corporate enterprise. As in the case of corporations electing partner- 
ship treatment, proprietorships or partnerships electing corporate 
treatment are bound by their election unless there is a change in 
membership of more than 20 percent 


Amendment No. 260 (p. 327 


This is a clerical change in a cross-reference in section 1403 of chap- 
ter 2, relating to the tax on self-employment income 
Amendment No. 261 (p. 328) and 
Amendment No. 262 (p. 328 

These technical amendments require the withholding of tax in the 
case of nonresident aliens on lump-sum distributions of a pension trust, 
on an income from the disposal of timber, coal, or iron, and on a trans- 
fer of an interest in a patent eligible for capital-gains treatment. In 
the case of income from the disposal of timber, coal, or iron a with 
holding tax payment is also required in the case of a foreign corpora 
tion not in business in the United States. See also amendments Nos 
188 and 190. 


Amendment No. 263 P 328 


This amendment returns substantially to existing-law provisions as 
far as the filing of consolidated returns by an affiliated group of cor- 
porations is concerned The House bill inserted the consolidated 
return regulations into the statute 

Consistent with continuing the consolidated return rules in the 
regulations, the Finance Committee retains 95 percent as the inte! 
corporate stock ownership test for joining in the filing of a consolidated 
return. The House bill had lowered this stoek ownership test to 
80 percent. 

The Finance Committee and the House bill generally retain the 2 
percent additional tax on the income of an affiliated group exercising 
the privilege of filing a consolidated return. The Finance Committe 
has provided, however, that this additional tax is not to apply with 
respect to the incomes of those members of an affiliated group which 
are regulated public utilities. 

A floor amendment offered by Senator Frear to this amendment 
provides that for purposes of the 2 percent tax on consolidated returns 
a corporation which is a lessor of railroad properties or a specified 
common parent is to be considered a regulated public utility and thus 
its income is to be exempt from the 2 percent additional tax 


> 


Amendment No. 264 (p. 389 
This Finance Committee amendment broadens section 2013, credit 
for tax on prior transfers, to include property subject to a power of 
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appointment. It also covers property transferred by an inter vivos 
cift but included in the gross estate of the transferor where the trans- 


feror dies within 2 years before the donee. 


Amendment No. 265 (p. 340 

This technical amendment substitutes a new provision for the valua- 
tion of property passing from the decedent for purposes of the credit 
for tax on prior transfers. This provision is similar in context to the 
valuation rule for the estate tax marital deduction. 

Technical and conforming changes are also made 
Amendment No. 266 p J41 

This is a technical amendment to section 2015, credit for death 
taxes on remainders 
Amendment Vo PA] », b41 

This technical amendment pros ides that in the case of the refund of 
a foreign tax previously claimed as a credit against the estate tax the 
interest on the amount due as a result of the refund is not to exceed 
the amount of interest paid by the foreign country on the refund. 
Lmnendment Vo ZOS (p SLi 

This amendment removes the restrictions placed on section 2032, 
alternate valuation, in the House bill and returns to present law. 
The House bill limited the election to value the estate at 1 vear after 
death to estates which declined over one-third in value 


Line nidment Vo 209 pP 3 \ g 
This change makes those provisions of section 2039, relating to the 
exclusion from the gross estate of certain annuities, applicable to all 


decedents dying after December 31, 1953 
Amendment Vo 2? () p SiS 

This isa clerical amendment to section 2041, powers of appointment 
Amendment No 271 jp J409 ) 

ry’ ] . . . 

This amendment will allow as a deduction for estate-tax purposes 
the amount of any transfers to veterans’ organizations incorporated 
by act of Congress, or its departments, local chapter, or posts if no 

I 
part of the net earnings of the organization inures to the benefit of 
any private individual. 
Amendment Vo 27 1a pP S45 

Present law provides that bequests passing to charity as the result 
of an irrevocable disclaimer by a legatee within 18 months prior to a 
decedent’s death will be regarded as bequests to charity by the 
decedent and therefore deductible for estate-tax purposes. This 
anendment, offered by Senator Martin, treats as a disclaimer the 
termination of a power to divert property from a charity before the 
power has been exercised 
Ame ; dment No. 27 1b \p b44 

This is a conforming amendment to section 2055, relating to trans- 
fers under the estate tax for public, charitable and religious purposes, 
which was required by amendment 110a, denying deductions for be- 
quests to charitable organizations making donations to subversive 
organizations or individuals 





a 
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Amendment No. 2Y2 (p. s 


This makes technical and clerical changes in section 2056, bequests 
to surviving spouse. 


> 


Ame ndme nt No. 273 \p.o LA 

This change deletes the provision in the House bill that provided 
that all payments made under a court order for the support of a spouse 
while an estate was in administration were to be considered as transfers 
qualifving for the marital deduction. 


Amendment No. 273a (p. 544 
This is a conforming amendment to section 2106 (a _ relating to 
transfers by nonresident aliens under the estate tax required by amendment 
: , Y 


110a (more fully described in No. 2716 above 


/ 


Amendment No. 274 (p. SLA 
This is a clerical amendment to section 2201, member of the Armed 
Forces dving during an induction period. 


; 


Amendment No. 275 (p 344 


This is a clerical amendment to section 2501, imposition of gift tax. 


Amendment No. 276 Pp. 345 


r 
This is a clerical amendment to section 2502, rate of gift tax 


L£inenamen d 0. Q77 (Dp. s re) 
1mendment No. 277 (j 


} 
This makes a technical change in section 2503, relating to taxable 
gifts, to provide that in the case of a gift of a present interest the 
possibility that the present interest may be decreased by the exercise 
of a power is to be ignored in applying the $3,000 specific exclusion if 
no part of the interest can pass to another person. Under the House 
bill and present law the exclusion might be denied since the present 
interest may be terminated (and hence have no value) through th 
exercise of the power which creates a future interest 
Technical amendments are also made. 


Amendment No. 278 (p. 340 
This makes clerical changes in the table of contents 


Amendment No. 279 (p. 346 
P 


This is a clerical amendment in title of section 2513, eft of 
husband or wife to third party 


Amendment No. 280 (p. 546 
This makes a technical change expanding the new provisions in the 
House bill relating to tenancies by the entirety in real property to 
include joint tenancies between husband and wife with right of 
survivorship 
Amendment No. 281 (p. 346 
This amendment removes uncertainty from section 2516, property 
settlements incident to divorce. The requirement that a transfer will 
not be considered a gift if pursuant to a property settlement ‘incident 
to divorce”’ and the property settlement is followed within a “reason- 
able time’ by a divorce is changed to provide that transfers pursuant 
to any property settlement within 2 years of a divorce will not be a gift. 
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Amendment No. 28la (p. 346 

This is a conforming amendment to section 2522 ic). relating to 
charitable transfers under the gift tar required by amendment 110a 
more fully de scribed in No > 1b above 


Amendment No. 282 (p. d46 

This is a clerical change in section 2522, charitable and similar gifts. 
Amendment N 283 to 289, inclusive (p. 346 

Subtitle C of the House bill consists of a rearrangment and simplifi- 
cation of the employment taxing provisions of the 1939 Code. No 
substantive changes were made by the House bill in these provisions. 
However, for the most part provisions relating to procedure and 
administration have been separated from the employment-tax pro- 
Visions and now appear as a part of subtitle F in both the House 
and the Senate bill 

The Finance Committee’s amendments to subtitle C consist 
entirely of amendments necessary to conform this subtitle with 
changes it made in subtitle A of H. R. 8300. 


Amer dme nt Nos. 2QGO to 342, inclusive pp. 2 4S 5600) 

Subtitle D, miscellaneous excise taxes, including sections 4001 to 
1907, inclusive, as passed by the House, consists of a rearrangement 
and simplification of the taxing provisions of the 1939 Code relating 
to all excise taxes except those on alcohol, tobacco, and machineguns 
and certain other firearms. The House made no substantive changes 
in these provisions. 

The Finance Committee amended this subtitle to conform it with 
the changes made by the Excise Tax Reduction Act of 1954 (Public 
Law 324, 83d Cong.). In addition the following Senate floor amend- 
ments were made to these provisions: 


1) Amendment No. 301a p 351) 


This is a technical amendment, offered by Se nator Millikin, to 
section 4082 (ce), relating to certain uses of gasoline defined as sales 


for purposes of the excise on the sale of gasoline. The amendment 
provide s that the use oO} gasoline for the production of the so-called 
Speci ul motor fire ls is not to he CONS de ie d ad s¢ Le of the gasoline and 
thus will not bes th) cttot The N¢ “special motor fuels’’ are sub 
ject to ad re tail tae, whe fi UNE / for h igh Way pur pose S, instead of a 
man tfacturers’ ta These special moto? fuels are he nzol. be nzene, 


naphtha, liquefied petrol Mii gas, and other liquids not subject to the 


manufacturers’ tax on gasoline : 


2 Amendment Vo. 397 (2) Pp. 356) 
Th is ain ndme nt. offe red by Ne nator Byrd, adds a new exe mption 
section L233 for exe ive taz on admissions. It ere mpts from taa 
admissions to athletic games between teams composed of students from 
colleges if the entire gross proceeds from the game inure to the benefit 
ofa hospital for crippled children. 
(3) Amendment No. 327 (3) (p. 356) 
This is a conforming amendment in section 4233 to the part of 


> 


amendment No. 332 re lating to rodeos. 
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(4) Amendment No. 332 (p. 358) 


In this amendment 2 change Ss were made by the Senate to the excise 


tax on admissions. One change off red by Senator Humphrey 
ere mpts from this tax admissions to baseball games if all of the playe rs 
who partici pate have amateur or se miprofe ssional standings and (1 
the game is not conducted pi imarily fo? profit, ?) the teams involved 
do not re gularly play for profit, and no part of the net earn ings trom 
the game inures to the be ne fit of any pri ate stockholder or individual 
Another change ofte red by Senator Case) exempts from this tax ad- 
missions to rodeos and historical pageants, if the proceeds are used 
for the im prove ment, maintenance, o7 operation of the rodeo o7 
pageant and no part of the ~ earnings inures to the be fit of any 
private individual or shareholder 
Amendment Nos. 348 to 407, inclusive pp. 3861-3875 
xcept as noted below these amendments make technical, clerical, 
clarifying, and conforming changes (including the changes necessary 
to conform to the Excise Tax Reduction Act of 1954, Publie Law 324, 
83d Cong., 2d sess., approved March 31, 1954) to subtitle E, relating 
to aleohol, tobacco, and certain other excise taxes: 

(1) Nos. 348, 349, 350, 357, and 404: The House bill provided 
for a charge of a sum sufficient to defray the cost of preparing 
certain stamps used in the administration of the liquor and 
tobacco taxes. These amendments eliminate the charge for such 
stamps. 

(2) No. aD2: The House bill subjected sake (rice Wine) to 
the tax imposed on wines. This amendment restores existing 
law, which subjects sake to the lower tax rate applicable to beer. 

(3) No. 363: The House bill provided that distilled spirits to 
be used in the manufacture or production of nonbeverage products 
eligible for drawback must be fully taxpaid. This amendment 
provide s that the tax must have F ‘en determined on such distilled 
spirits in order to prevent delay in payment of drawback claims 

(4) No. 379a: This is a akan amendment to section 5318. 
relating to the application of the aleohol excise taxes to Puert » Pree 
and the Virgin Islands, which corrects the references in this sectior 
to other sections of the cod 

5) No. 389: The House bill retained the lang G 
law, relating to the notice required to be filed by brewers before 
commencing business, but omitted the requirement of existing 
law that notice of changes in ownership or operation by brewers 
be furnished to the Secretary or his delegate. This amendment 
restores the language contained in existing law, since information 

regarding changes in ownership or operation is of material value 
with regard to the brewer’s bond. 

(6) No. 06a: This is a technical amendment to section d851 
which relates to the po ISSESSION of firearn S unlawfully transferred 07 
made in connection with the excise tares on machi Negquns and certain 
other firearms. rn amendment provides that possession of a fire- 
arm transferred in violation of certain sections of the code or in 
violation of the privy imposing the tar on the making oF certain 
firearms is to be considered as sufficient evidence for conviction unless 
‘the defendant gives a satisfactory explanation. 


uag re of existin 
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7) No. 407: The House bill did not provide for forfeiture of 
gangster-type weapons for violation of provisions in chapter 53 
machineguns and certain other firearms) relating to registration 
or importation of such weapons. This amendment would make 
the forfeiture provisions of chapter 53 conform to the correspond- 
ing provisions of the Federal Firearms Act (15 U.S. C. 905 (b) 
relating to the transfer of similar gangster-tvpe weapons in 
interstate commerce. The amendment will eliminate present 
administrative diffivulties in the disposition of gangster-type 
weapons used in violation of chapter 53 but not now forfeitable 
under the provisions of the House bill 


Amendment Vo 4Ud Dp 373 

This is a technical amendment adding a new subsection to section 
6011, general requirement of returns, and so forth, to preserve the 
specific requirement of existing law that the taxpayer provide identi- 
fication for social-security and wage-withholding purposes 


Amendment No 109 p. 373 

This is a technical amendment. It combines two paragraphs of 
section 6012 (a), persons required to make returns of income. 
Amendment Vo 10 p a7 

This is a conforming change in section 6012 (a required by No. 409. 
{mendment No. 411 (p 7 4 

This is a technical change in section 6013 (a), joint income-tax 
returns, resulting from No. 413. 
Amendment Vo 412 p 87 J 

This is a technical change to insert an omitted reference in section 
6013 (b) to another section. 
An ( ndme nt No 413 p 37 

This is a technical amendment adding a new subsection to section 
6013, joint income-tax returns, to eliminate problems which would 
arise if the deceased spouse’s taxable year were governed by the 1939 
Code and the surviving spouse’s taxable vear were under the 1954 
Code 
Amendment No. 413a (p 375 

This amendment conforms section 6014. relating to the ineome taa 
return not computed by the taxpayer, to the action taken by the Senate in 
amendment No. 10. striking out the 56 and 10 perce nt dividend received 
credits hoy rndimduals. 


vv > 


Ame ndme nt No i 1 | (Pp. 0/0 

This is a conforming amendment to section 6014 (a), relating to 
the income-tax returns where tax is computed by the Internal Reve- 
nue service. 
Amendment No. L168 p. 375 

These are conforming changes in section 6015 (a) (1), declaration 
of estimated tax by individuals 
Amendment No. 416 p 376 

This is a clerical amendment to section 6015, declaration of esti- 
mated tax by individuals. 
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Amendment No. 4,17 (p. 375) 

This amendment to section 6015 (f) changes the date when an 
individual may file a tax return in lieu of an amended declaration of 
estimated tax from January 15, as under present law, to January 31. 


) 


There are also 3 clerical changes. 

Amendment No. 418 (p. 376) 
1 1 t No. 418 ¢ 

This adds a new subsection to section 6015, which makes the new 
provisions with respect to the estimated tax of individuals apply to 
taxable years beginning after December 31, 1954, instead of taxable 
years beginning after December 31, 1953 (if ending after the date of 
enactment), as in the House bill. 

Amendment No. 419 (p. 376) 

This amends section 6016, relating to the new declarations of esti- 
mated tax by corporations, to exempt from the necessity of filing 
declarations corporations with an estimated income-tax liability of 
$100,000, as contrasted with $50,000 under the House bill 
Amendment No. 420 (p. 376) 

This is a clerical amendment to section 6019, gift-tax returns, to 
restate a cross reference 
Amendment No. 421 (p. 376 

This is a technical amendment to section 6020, returns made by 
Secretary, adding a reference to another section 

A technical amendment is also restoring present law with respect 
to the legal sufficiency of returns made by the Secretary 
Amendment No. 422 \p. Si / 

This is a conforming amendment to section 6031, return of partner- 
ship income, to refer to a specific definition of ~ partne rship.”’ 

A clerical change is also made. 

4 Line ndme nt Vo 


This is a clerical amendment to section 6032, ret of bank 


/92 wn 


} ) Pp. ol 


respect to common trust funds. 


Amendment No. 424 Pp va) 
Chis amendment to section 6033 (a). returns by exempt organiza 
° 1 
tions, relieves a pension or profit-sharing trust trom Makil hn intor 
mation return if the emplover has supplied the r information 
AT j ~ , 
Amendment No. 425 Pp. d64 
wy ‘| “afvy lary } } {) ' 
OU clariyinge cierical change } made ( ] h) 


exempt organizations 
Amendment No. 426 p. 3/8 

This is a clerical clarifvine change in the heading of section 603: 
(b), returns by exempt corporations 


Amendment No | fj p. 378 


This is a clerical amendment to section 6035 (a), returns of officers 
and directors of foreign personal holding companies 
Amendment No. 428 (p. 378 

This is a clerical amendment to section 6036, notice of qualification 
of receiver, limiting application of ‘‘assignee.”’ 








60 SUMMARY OF SENATE AMENDMENTS TO H. R. 8300 


Amendment No. 429 (p. 3878) 


This is a clerical amendment to the table of contents. 
Amendment No. 430 (p. 378) 

This is a change in the heading of section 6041 to conform to No. 431. 
Amendment No. 431 (p. 878) 

This amendment to section 6041, dealing with information returns, 
restores the requirement of present law that information returns must 
be filed reporting payments (except to corporations) of rent, wages, 
fees, and any other income or gain of $600 or more per year, except 
that under this amendment such information returns are to be made 
only if the payments were made by an individual, partnership, corpo- 
ration, or other entity engaged in a trade or business and only if made 
in the course of such trade or business. 

Amendment No. 432 (p. 379) 

These are conforming changes resulting from No. 431. 
Amendment No. 483 (p. 379) 

This is a clerical amendment to section 6051 (b), receipts to em- 
ployees for wage withholding. 
Amendment No. 434 (p. 880) 

This is a clerical change to section 6071, time for filing returns, etc., 
to insert a cross reference. 
Amendment No. 135 (p. 380) 

These are clerical amendments to section 6072, time for filing 
income-tax returns. 
Amendment No. 436 (p. 880) 

This amendment to section 6075 (b), time for filing gift-tax returns, 
changes the filing date from March 15 to April 15, thus conforming 
this date to the date for filing income-tax returns. 

Amendment No. 437 (p. 380) 

This is a clerical amendment to section 6081 (b), automatic exten- 
sion for corporation income-tax returns, 
Amendment No. f3S (p. 380) 

This is a technical amendment to section 6103 (a), publicity of 
income returns, to avoid a change from present law. 
Amendment No. 439 (p. 880) 

This is a clerical change in section 6154 (b), time for payment of 
installment. 

Amendment No. 440 (p. 380) 

These are technical amendments to section 6161 (a), extension of 
time for paying tax, to avoid any change in present law. 
Amendment No. 441 (p. 381) 

Conforming changes are made in section 6162 (a), extension of time 
for paying tax on liquidation of personal holding companies, resulting 
from amendments to subchapter C of chapter 1. 

Amendment No. 442 (p. 3881) 


This is a clerical amendment to section 6204, supplemental assess- 
ments, inserting a cross reference. 
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Amendment No. 443 (p. 381) 
This is a clerical amendment to section 6212 (e) (1), restriction of 
further deficiency notices. 


Amendment No. 444 (p. 381) 


This is a clerical amendment to section 6303 (a), notice and demand 
for tax. 


Amendment No. 445 (p. 381) 


This is a conforming amendment to the table of contents, related to 
No. 446. 


Amendment No. 446 (p. 382) 


This sasitedina adds a new section, 6316, which provides that the 
Secretary or his delegate may, under certain circumstances to be 
prescribed by regulations, accept foreign currency in payment of 
taxes. 

Amendment No. 447 (p. 382) 

This amendment to section 6321, lien for taxes, restores present law 
by deleting a specific reference to the interest of the delinquent tax- 
payer in an estate by the entirety. 

Amendment No. 448 (p. 882) 
These are conforming amendments related to No. 449. 


Amendment No. 449 (p. 382) 

This amendment, striking out subsection (c) of section 6323, liens 
fcr taxes, eliminates specific rules relating to the validity of a tax lien, 
without the filing of notice, as against a mortgagee, pledgee, or pur- 
chaser who had knowledge or notice of the tax lien at the time of 
making such mortgage, pledge, or purchase, or as against a judgment 
creditor who had not perfected his lien under the judgment. The 
deletion of this subsection will continue in effect existing law as it 
has been interpreted by the courts in such situations. 


© 


Amendment No. 450 (p. 88 

This makes conforming changes in section 6323 resulting from 
No. 449. 

Amendment No. 451 (p. 382) 

This is a conforming amendment to section 6324, special liens for 
estate and gift taxes. 
Amendment No. 452 (p. 382) 

This is a clerical amendment to section 6324 
Amendment No. 453 (p. 383) 

This amendment to section 6325 (b), release of lien, is an express 
provision to the effect that the Secretary may discharge from a tax lien 
any specific property which he has determined is valueless, considering 
any prior liens. 

Amendment No. 454 (p. 883) 

This amendment to section 6331 (a), levy and distraint, specifically 

provides that accrued salary or wages of anv officer or emplovee of the 


United States or agency thereof may be levied upon (so as to collect 
unpaid taxes) by serving a notice of levy on the appropriate employer 
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This is a substitute for a provision in section 6332 of the House bill 
intended to have the same effect. 
Ame ndme nt No. LO (p. 38 4) 

This is a conforming amendment to section 6332, surrender of 
property subject to levy, resulting from No. 454. 

Amendment No L56 (p. 0d4) 

This amendment to section 6334 (a) adds arms for personal use, 
and livestock and poultry, to the list of items exempt from levy. 
Amendment No LY (p. d84 

This amendment to section 6335 (b), sale of seized property, and 
amendment No. 503 to section 6863, provide for a delayed sale of 
property seized because of jeopardy. This amendment provides that 
where levy is made before the expiration of the 10 days usually given 
after notice and demand for payment no public offering of sale is to 


be made (unless the goods are perishable) until after the 10-day period. 


Ame ndme nt No. LDS p. 584 ) 

This is a technical amendment inserting a cross-reference to section 
6863 in section 6335, sale of seized property 
Amendme? f Vo 4 0 ) 385 

This is a clarifving clerical amendment to section 6339 (a) (2), legal 
effect of certificate of sale of personal property 
Amer iment No 160 p 

This is a clerical amendment changing stvle of a cross-reference in 
section 6344. 
Ame Iment No LO] »n. 385 

‘| hese lake confor nine changes mn section 6412, floor stocks refunds, 
made necessary by the enactment of the Excise Tax Reduction Act 


of 1954 


| LI ( in ‘ OH41% ) ) | mr stoc funds 
in tf te AD ( ( | ‘ i oO! i () 
Col oO th Ie ( i \ ! ‘ | 
| t Ne / 

! 

itl , coniorn } | to ection 641 flo yeks 
fur Live hi { ) yl ly! oO ft {} 
= 1 ] nis Lolo Ol) ! 1] "wy ehnan n \( 

1 ny ' 

nec \ ( of tl el if of tl 1S lax R ction Ac 
, 
oO} 
\ ent No. 4f 

hese are clerical amendments of section 6415 


This amendment makes four technical changes in section 6416 (a 
relating Lo refunds of certain excise taxes to avoid changes in present 
law 


Amendment No. 466 (p. 388 


This is an amendment to section 6416 (b) (2) to conform it with 
changes made in the Excise Tax Reduction Act of 1954 





SUMMARY OF SENATE AMENDMENTS TO H. R. 8300 63 


Amendment No. 466a (p. 889) 


This is a conform ing amendment to section 6416 providing a refund or 
credit of the excise tax on gasoline where the gasoline is used in the produc- 
tion of the so-called special motor fuels. This amendment was required 
by amendment No. 301 (a) 


Amendment No. 467 (p. 889 


This is a technical amendment to section 6416 (b) (3), relating to 
refunds of certain excise taxes. 


Amendment No. 468 (p. 3889) 


This is a clerical amendment to section 6416 ‘b) (3), relating to re- 
funds of certain excise taxes. 


Amendment No. 469 (p. 389) 


This is a clerical change in section 6416 (c), refunds of certain excise 
taxes. 


Amendment No. 470 (p. 389) 


This amendment to section 6501 (c) (2), limitations on assessment 
and collection, restores present law with respect to the period for 
assessment of income, estate, and gift taxes where there has been a 
willful attempt to evade the tax (other than by a fraudulent return 
Amendment No. 471 (p. 390) 

This amendment makes clerical changes in section 6501 (e), re- 
lating to the 6-year period of limitations where gross income is sub- 
stantially understated. 

Amendment No. 472 (p. 390) 

This is a clarifying clerical amendment to section 6501 (e) (2), 
relating to the 6-year period of limitations where gross estate or total 
gifts are understated by 25 percent or more. It gives assurance that 
the understatement must be related to items, not values 
Amendment No. 473 (p. 390) 


This is a clerical amendment having the same effect as No. 472 


Amendment No. 474 (p. 390) 

This amendment adds a new paragraph to section 6501, periods of 
limitations on assessment, to provide that an information return filed 
in good faith by an organization which believes it is exempt will be 
viewed as a corporation tax return for the purpose of starting the 
period of limitations. 

Amendment No. 475 (p. 391) 

This amendment of section 6503 (b), suspending the period of limi- 
tations while assets are in the custody of a court, eliminates such a 
suspension if the assets are those of the estate of a decedent or of an 
incompetent. 

Amendment No. 476 (p. 391) 


This is a technical amendment to eliminate one of the cross refer- 
ences 1n section 6504. 
Amendment No. 477 (p. 391) 


This amendment of section 6511 (a), dealing with limitations on 
eredits or refunds, provides that the period during which a valid claim 
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may be filed is to be 3 years after the due date of a return, not 3 years 
after it was filed (if an extension was granted). 


Amendment No 478 p. 391) 
This is a conforming change required by amendment No. 477. 


G9 


Amendment No. 479 p. 3 
This is a clerical amendment to section 6511 (b), limitations on 
credits or refunds. 


Amendment No 480 (p IIAZ 

This is a clarifying clerical change in section 6511 (c) (1), special 
rules relating to claims for refund. 
Amendment No. 481 (p. 392) 


This is a clarifying clerical change in section 6511 (ec) (2), special 
rules relating to claims for refund. 
Amendment No. 482 (p. 392 

This is a clarifying clerical change in section 6512 (a), limitations in 
case of petition to Tax Court. 
Amendment No. 483 (p. 392) 

This is a clarifying clerical change in section 6512 (b) (1), limitations 
in case of petition to Tax Court. 
Amendment No. 484 (p. 392) 


This is a clarifying clerical change in the heading of section 6513 (b), 
relating to prepayments of income tax. 

This is a technical amendment to section 6513 (b), relating to pre- 
payments of income tax. 
Amendment No. 485 (p. 393) 

This is a technical amendment eliminating one of the cross-refer- 
ences. 


02 


Amendment No. 485a (p. 393) 

This amendment, offered by Senator Williams, changes the period of 
limitation on criminal prosecutions for offenses under the internal reve- 
nue laws as provided i in the proposed new Code from $ years to ¢ 5 years. 
Amendment No. 552 makes a similar change in the 1939 Code. 


Amendment No. 486 (p. 393) 

This amendment restores existing law with respect to the period 
of limitations on criminal prosecutions with respect to 4 offenses. 

The amendment also provides that the new rule suspending the 
period of limitations on prosecutions while the offender is without the 
United States (instead of being outside the judicial district as under 
present law) is to be applicable to offenses committed prior to the date 
of enactment, but only with respect to periods which would otherwise 
expire more than 3 years after enactment of this act, and only to 
prosecutions after such 3-year period. 

Other clerical changes are also made. 
Amendment No. 487 (p. 394) 

This amendment to section 6532, dealing with periods of limitation 
on suits, restores the 5-year period, provided by present law (6 years 


under House bill), during which the United States may sue to re- 
cover an erroneous refund. 
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Amendment No. 488 (p. 394) 


This amendment to section 6601 (f), rules with respect to interest on 
underpayments, provides that no interest is to be charged for the 
period of not more than 10 days between the date of notice and de- 
mand and the date of payment in accordance with the notice. 


Amendment No. 489 (p. 394) 


This is a technical amendment to section 6601 (g), providing excep- 
tions, with respect to estimated tax, as to interest. 


A technical Senate floor amendment to this subsection corrects the 
references to other sections in the code. 


Amendment No. 490 (p. 394) 

This is a clerical change in the style of a cross-reference, under 
section 6611 relating to interest on overpayments. 
Amendment No. 491 (p. 394) 


This is a technical amendment to section 6651 (a), dealing with 
failure to file tax return. 


Amendment No. 492 (p. 394) 

This is a technical amendment to section 6651 (c), relating to 
exceptions with respect to estimated taxes. 
Amendment No. 493 (p. 394) 


This is a technical amendment to section 6652, failure to file informa- 
tion returns. 


Amendment No. 494 (p. 395) 
494 


This amendment provides that the 5-percent penalty for an inten- 
tional disregard of rules or regulations is not to be imposed if the tax- 
payer has reasonable grounds for believing the rules or regulations to 
be invalid and attaches a statement to that effect to his return. 


Amendment No. 495 (p. 895) 
¢ (p. 


This amendment provides an additional ‘“‘escape valve’ for the 
estimated tax payable by an individual. It provides that no addi- 
tional charge will be made if the installment paid is « qual to 90 percent 
of a tax computed on the basis of the actual taxable income for the 
period in the year up to the month in which the installment is required 
to be paid, as if that income were the income for a full taxable year. 

There is also a technical amendment to preclude the use of the tax 
for the preceding taxable year as the measure of a reasonable install- 
ment payment if the preceding taxable year was a period of less than 
12 months. 


Amendment No. 496 (p. 397) 

This is a technical amendment to section 6654, dealing with addi- 
tional charges with respect to underpayment of estimated tax, which 
provides that taxes withheld on wages are to be considered as payments 
of extimated tax for the purpose of applying the various tests. 
Amendment No. 497 (p. 398) 

This technical amendment conforms to No. 496. 
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Amendment No. 498 (p. 398) 

This is a technical amendment to section 6654, relating to additional 
charges with respect to underpayments of estimated tax by individuals, 
and deals with cases where the taxable vear is one of less than 12 
months. 

Amendment No. 498a (p 39S ) 

This is a technical amendment to section 6654, relating to failures by 
indimduals to pay estimated income tax. This amendment makes this 
section applicable only with respect to taxable years beginning afte r 
December 31, 1954, and continues in effect the additions to the tar in 
the case of nonpayment provided by section 294 (d) of the 1939 Code 
for years be gunning prior to that time. The bill, prior to this amend- 
ment, would have made section 6654 eflective on the day afte r the date 
of enactment of H. R. 8300. 


Amendment No. 499 (p. 399) 


This amendment to section 6655, dealing with additional charges for 
underpayments of estimated corporation income tax, increases from 
$50,000 to $100,000 the amount by which the estimated tax may be 
less than the tax shown on the tax return. 

Another part of this amendment provides that, where a corporation, 
to avoid this additional charge, prepares its declaration of estimated 
tax by annualizing its income earned in the forepart of the year it may 
base its estimate due in the ninth month on its earnings in either 
the first 6 months or first 8 months, and its estimate due in the twelfth 
month on its earnings in the first 9 months or first 11 months. This 
provision will substantially ease the difficulties of compliance for 
corporations which take inventories only at the end of each quarter, 
and for others which, because of the complexity of their accounts, 
would find 15 days an inadequate time in which to determine income 
for the preceding period. 


Amendment No. 500 (p. 399) 


These are conforming changes to section 6655 resulting from 
amendment No. 499. 
Amendment No. 501 (p. 400) 

This is a technical amendment to section 6655, relating to additional 
charges with respect to underpayments of corporation estimated tax, 


to provide for the situation where the taxable year of the corporation 
is a period of less than 12 months. 


Amendment No. 502 (p. ,00 


This amendment to section 6863, dealing with stay of collection of 
a jeopardy assessment, provides that the bond required for such a 
stay is to be in the amount of the tax assessed, rather than as much 
as double that amount, as provided under present law. 


Amendment No. 503 (p. 400) 


This amendment to section 6863, relating to stay of collection of 
jeopardy assessments, provides that, where a jeopardy assessment of 
income, estate, or gift tax has been made, the property seized for the 
collection of the tax is not to be sold prior to the expiration of the 
90 days provided for an appeal to the Tax Court or, in case of such 
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an appeal, prier to the determmation of the tax liability by the 

ry . . . y ~ 

lax Court, except in the case of perishable property or property which 

could not be long retained without a reduction in value or substantial 
rt . . . . ° 

expenses. The new provision is to be applicable only with respect to 

a jeopardy assessment made after December 31, 1954. 

Amendment No. 504 (p. 402) 

This is a conforming amendment to section 6901, relating to trans- 
ferred assets, made necessary by changes in subchapter C of chapter 1. 
Amendment No. 505 (p. 402) 

This is a clarifying clerical amendment to section 6901, relating to 
transferred assets, to insure that a transferee who has agreed to an 
extension of the period of assessment may, during an extended period, 
receive not only refunds or credits of overpayments of tax by him but 
also any overpayments of tax made by the transferor to the extent that 
he is legally entitled to the credit or refund of such overpayments. 
Amendment No. 506 (p. 402) 

This amendment to section 7201, relating to the offense of attempt- 
ing to evade or defeat tax, restores existing law with respect to failure 
to make a tax return at the prescribed time. Under existing law this 
offense is a misdemeanor, with maximum punishment of a $10,000 
fine or imprisonment for 1 vear, or both. Under the House bill this 
offense would have been a felony, with a maximum penalty of $10,000 
fine, or imprisonment for 5 years, or both. 


Amendment No. 507 (p. 402) 


This is a conforming amendment to section 7203, offense of willful 
failure to file returns, etc., made necessary by No. 506. 


Amendment No. 508 (p. 402) 


This amendment to section 7206, dealing with various offenses 
relating to false statements or documents, provides a maximum fine 
of $5,000, instead of $10,000 as in the House bill, or imprisonment for 
not more than 3 years, instead of 5 years as in the House bill, or both, 
for these offenses. Various penalties are provided under present law, 
some less and some more sg? — provided by this amendment. 
While unifromity is desirable, it is believed that there should be no 
great increase in the maximum aie permitted under present law. 


Amendment No. 509 (p. 402) 


This is a clerical amendment to section 7211, false statements to 
purchasers, ete. 


Amendment No. 510 (p. 403) 


This amendment to section 7212 (a), dealing with attempts to 
interfere with the administration of internal revenue laws, limits 
“threats of force’ to threats meaning bodily harm to the officer or 
employee of the United States or to his family, and reduces the 
punishment for making such threats to a maximum fine of $3,000 
instead of $5,000, or imprisonment for not more than-1 year, instead 
of 3 years, or both. 


Amendment No. 511 (p. 403) 


This amendment to section 7232, dealing with certain offenses com- 
mitted by manufacturers or producers of gasoline, etc., restores existing 
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law by making the maximum fine $5,000, instead of $10,000 as in the 
House bill. 
Amendment No. 512 (p. 403) 

This is a clerical amendment to section 7233, relating to offenses in 
connection with the tax on cotton futures. 
Amendment No. 513 (p. 403) 

This is a clerical amendment of section 7322, delivery of seized 
personal property 
Amendment No. 514 (p. 403) 

This is a clerical amendment changing style of the cross-reference 
at the end of section 7402, jurisdiction of district courts. 

Amendment No. 515 (p. 403) 

This amendment to section 7403, action to enforce lien, restores 
present law by eliminating a specific provision in the House bill to the 
effect that the assessment shall be conclusively presumed to be valid 
for purposes of adjudication in an action to enforce the lien of the 
United States. 

Amendment No. 516 (p. 408) 

This is a technical amendment to section 7404, relating to civil 
actions for estate taxes, to eliminate unnecessary references to other 
sections. 

Amendment No. 617 (p. (O04) 

This is a technical amendment to section 7422 (c), civil actions for 
refund, to restore present law with respect to a date. 
Amendment No. 518 (p. 404) 

This amendment to section 7422 (e), relating to concurrent actions 
in two forums, provides that the new provisions are not to be appli- 
cable with respect to suits started prior to enactment of this act. 
Amendment No. 519 (p. 404) 

This is a clerical amendment to the table of contents. 

Amendment No. 520 (p. 404) 

This is a clerical amendment to section 7444, organization of Tax 
Court. 

Amendment No. 521 (p. tO4) 

This amendment to section 7445, dealing with offices for the Tax 
Court, strikes out the provision in the House bill and present law 
directing the Secretary or his delegate to make available suitable 
rooms for Tax Court hearings. 

Amendment No. 522 (p. 404) 

These are clerical amendments to section 7446, times and places of 
meetings of Tax Court. 
Amendment No, 523 (p. 404) 

These are clerical amendments to section 7447 (a), dealing with 
retirement of Tax Court judges. 
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Amendment No. 524 (p. 405) 

This amendment to section 7447, dealing with retirement of Tax 
Court judges, provides that retired judges who are recalled to active 
duty are to be paid for such services the same compensation as that 
then paid judges. 

Amendment No. 525 (p. 405) 

This a clerical amendment to section 7447 (g), retirement of Tax 
Court judges. 

Amendment No. 526 (p. 405) 

This change in section 7456, administration of oaths, etc., provides 
that the clerk of the Tax Court may administer oaths. 
Amendment No. 527 (p. 405) 

This is a technical change in section 7459, reports and decisions of 
Tax Court. 

Amendment No. 528 (p. 405) 

This amendment to section 7483, petition for review of Tax Court 
decision, provides that not only an adverse party, but any party other 
than the appellant, is to have an extra month in which to file an appeal 
from the Tax Court’s decision. 

Amendment No. 529 (p. 405 

This is a conforming amendment to the table of contents. 
Amendment No. 530 (p. {05) 

This amendment strikes out section 7494 of the House bill, which 
provides that the place of mailing a return, etc., is to be deemed the 
place where the offense was committed, for the purpose of determining 
venue. 

Amendment No, 531 (p. 405) 

This is a conforming amendment to the table of contents to conform 
to No. 535. 

Amendment No. 582 (p. 406) 

This is a clerical amendment to section 7502 (a), timely mailing 
treated as timely filing. 
Amendment No. 533 (p. 406) 

Chis technical amendment of section 7503, time for performance o 
acts where last day falls on legal holiday, etc., provides that the term 
‘legal holiday” as applied to acts to be performed at local offices, 
means a Statewide legal holiday 
Amendment No. 534 (p. 406) 

This is a clerical change in section 7508, postponement of certain 
acts by reason of war. 

Amendment No. 535 (p. 406) 

This amendment, adding a new section 7511, restores a provision of 
present law relating to the exemption of consular officers of foreign 
countries with respect to excise taxes on imported articles. 
Amendment No. 536 (p. 407) 

This technical amendment to section 7602, examination of books and 
witnesses, restores a provision of present law requiring persons having 
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possession of books of account to produce them on demand of the 
revenue authorities. 
Amendment No. 537 (p. 407) 

This amendment restores present law with respect to the establish- 
ment or change of internal revenue districts. 


~ > 


Amendment No. 588 (p. 408) 


This is a clerical change in section 7652, shipments from possessions 
to the United States. 


Amendment No. 539 (p. 408) 

This is a technical amendment to section 7701 (a) (2) to con- 
form the definition of “partnership” to a specific definition in other 
provisions. 


Amendment No. 5 10 (p. 408) 


These are technical amendments to section 7701 (a) (15) and (17), 
definitions. 


Amendment No. 541 (p. 408) 

This amendment to section 7701 (a) (20) provides that a full-time 
life insurance salesman will be viewed as an employee for the purpose 
of obtaining the benefits of sections 104, 105, and 106 with respect to 
accident and health insurance. 

Ame ndme nt No. 542 (p. 408) 

This amendment to section 7701, definitions, provides that references 

possessions of the United States throughout the code are, unless 
otherwise indicated, to be treated as also referring to the Common- 
wealth of Puerto Rico. 

Amendment No. 543 (p. 409) 

This is a clerical change in section 7803, relating to personnel of the 
Internal Revenue Service. 

Amendment No. 544 (p. 409) 

This is a clarifying clerical amendment to the provisions of section 
7807 (b) (2), relating to effect of elections or other acts under the 
provisions of the 1939 Code. 


Amendment No. 545 (p. 409) 


This technical amendment is a rearrangement and revision of part 
of the effective date provisions of section 7851. 

The provisions of the new code with respect to the tax on ma- 
chineguns and certain other firearms is made applicable on the day 
after enactment instead of on January 1, 1955. 

The provisions of the 1954 Code relating to transfers to avoid 
income tax are made applicable to transfers made after December 31, 
1954, instead of to transfers made after the date of enactment, as under 
the House bill. 

The House bill provides that subtitle E, dealing with alcohol and 
tobacco taxes, is to take effect on January 1, 1955. This amendment 
provides that two sections in subtitle E, section 5411, relating to the 
use of a brewery for the purpose of producing soft drinks, and section 
5554 relating to pilot plant operations, is to take effect on the day 
after the enactment of this bill. 

4. Several clerical and technical changes have also been made. 
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Amendment No. 546 » (p. 409) 

Two Senate pm changes were also made in this provision. The first, 
a technical change, adds a new subparagraph (D) to section 7851 (a) (1) 
ae procides that sections 244, 247, and 922 of the bill are to be ¢ Hective 

v the case of taxable years beginning after March 31, 1954, whe ‘ther or 
oa the year ends before the effective date of the bill. The general provision 
otherwise provides that the new provisions are to be applicable to taxable 
years beginning after December 31, 1953, which end after the effective 
date of the bill. The sections to which the new subparagraph applies are 
the special dividends received and para deductions on certain preferred 
stock of public utilities and the special deduction allowed Western 
He misphere Trade Corporations. Forme rly these deductions were credits 
and diffe rent form ulas were provided for their computation. Flowever, 
the tax effects under the new provisions are substantially the same as 
under existing law. 

The Senate floor action also added a technical provision to section 
7851 (a) (4) which de als with effective date aa miscellaneous EXCISES. 
The new sentences provide the effective date of May 1, 1954, for the 
change made by amendment Nos. 801a and LG aL, providing either no 
excise tax, or a refund or credit for the excise tax, where gasoline is used 
in the production of the so-called special motor fuels 


Amendment No. 546 (p. 411) 

This amendment is a revision and rearrangement of section 7851 
(a) (6), which provides applicable dates with respect to provisions 
relating to procedure and administration. The amendment provides 
that the provisions of the 1954 Code, relating to assessment (with 
one exception), to collection, and to abatements, credits, and refunds, 
are to become applicable to taxes under both the 1939 Code and the 
1954 Code on January 1, 1955. 


rr 


Amendment No. 547 (p. 414) 
This is a clerical amendment to section 7851 (a) (7), relating to 
other provisions with respect to effective dates. 


Amendment No. 548 (p. 414) 


r 

This section amends section 7851 (b), dealing with the effect of the 
repeal of the 1939 Code, to include a provision that any internal 
revenue district in existence on the date of the enactment of the 1954 
Code is to be continued as such. A new paragraph has been added 
to provide that all delegations and redelegations of authority under 
the reorganization acts in effect immediately preceding the enact- 
ment of the 1954 Code are to remain in effect under that code unless 
distinctly inconsistent with its provisions. 

Amendment No. 549 (p. 416) 

This technical amendment to section 7852 (b), relating to references 
in other laws to the 1939 Code, provides that any reference in any 
Executive Order to any provision of the 1939 Code is likewise to be 
deemed to refer to the corresponding provisions of the 1954 Code. 


Amendment No. 550 (p. 416) 


This technical amendment to section 7852 (d) which provides that 
no provision of the 1954 Code is to apply where its application would 
be contrary to any treaty obligation, limits the application of this 
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provision to treaties in effect on the date of enactment of this title. 
Amendment No. 551 (p. 416) 

This amendment, offered by Senator Williams on the Senate floor, adds 
a miscellaneous title which provides that the Attorney General and the 
FBI are to have the authority to investigate cases of bribery, attempted 
bribery, extortion, conspiracy, embezzlement, fraud against the Govern- 
ment, or other crimes against the United States, if they involve Government 
officers and employees. Moreover, generally information as to such cases 
is to be reported by agency heads to the Attorney General. The title also 
removes a specific prohibition in present law denying the Justice Depart- 
ment the right to detect and arrest persons violating laws administered 
by the Treasury Department. 

Amendment No. 552 (p. 417) 

Another amendment in the miscellaneous title, also added by Senator 
Williams on the Senate floor, changes from 3 to 5 years the qe neral 
pe riod of limitations for criminal prosecutions under the 1939 Code and 
under section 3282 of title 18 of the United States Code. The 5-year 
period is to be effective with respect to offenses committed after the date 
of enactment of the bill and those committed prior to that date if not already 
barred because the present 3-year period of limitations has run. 


Amendment No. 558 (p. 418) 


This is a clerical peanicileined removing the references in the margins 
of the bill to the appropriate sections of the 1939 ( ‘ode. While these notes 
were useful in considering the bill they are not appropriate in a public law. 


O 








